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AMMJAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM  1958  -  1959 


The  Health  Service  System,  established  in  March  1937  by  Charter  Ameadinent, 
has  been  in  full  operation  since  October  1938»   Its  constitutionality  and  the 
legality  of  its  compulsory  membership  have  been  established  in  the  courts.   Throughout 
the  years  there  has  been  a  consistent  pattern  of  progressive  change  in  the  System  with 
improvemeat  in  benefits  for  members  and  their  families,  and  necessary  changes  in 
contribution  rates  to  meet  the  increasing  costs  of  medical  services. 

The  original  Plan  providing  for  payment  by  the  System  for  its  members  for 
services  by  doctors,  laboratories,  and  hospitals  v/as  implemented,  commencing  in  1947, 
by  the  addition  of  three  Alternate  Plajis  of  medical  cere,  so  that  at  the  present  time 
the  Health  Service  System  provides:   Plan  I,  its  own  Medical-Hospital  Plaja;  Plan  II, 
the  Kaiser  Foundation  Health  Plan;  Plan  III,  the  Ray  E.  Harris,  M.  D.  and  Staff  Plan; 
and  Plan  IV,  the  Boe  Medical  Group. 

The  approval  of  Charter  Amendment  Proposition  "K"  by  the  electorate  of 
San  Francisco  on  November  5,  1957,  and  its  ratification  on  February  5,  1958,  placed 
in  operation  those  changes  in  the  Health  Service  System  which  were  the  outgrowth  of 
the  efforts  of  the  Committee  to  Improve  the  Health  Service  System  and  the  studies  of 
the  1956  Committee  to  Investigate  the  Health  Service  System  appointed  by  your  Honor, 
and  the  continued  efforts  of  a  group  of  City  employees  eind  Employee  Organizations 
dedicated  to  providing  the  active  and  retired  employee  of  San  Francisco  and  his 
dependents  with  a  sound  and  comprehensive  Plan  of  medical  and  hospital  benefits,  and 
thus -provide  them  with  protection  against  those  exigencies  which  can  befall  anyone 
at  any* time  due  to  illness  and  injury. 

As  presented  in  our  Annual  Report  to  your  Honor  covering  the  fiscal  year 
1957-58,  the  new  Health  Sejrvice  Board  under  the  revised  Charter  provisions  took 
office  in  1958,  and  immediately  directed  its  attention  to  broad  policy  matters 
dealing  with  the  reorganization  of  the  System  and  with  the  benefits  of  the  various 
Plans  and  their  respective  rate  structures. 

It  may  be  stated  without  equivocation  that  the  diligent  attention  of  the 
new  Health  Service  Board  to  the  major  tasks  with  which  it  was  presented  upon  taking 
office  in  February  1958  has  led  to  more  constructive  sind  more  sweeping  changes  in 
the  System  during  the  past  fiscal  year  than  in  any  year  since  the  inception  of  the 
Health  Service  System  in  1938.  The  Health  Service  Board  has  never  swerved  from  its 
initially  announced  intention  of  "recognizing  its  primary  purpose  of  drafting  a 
Mtdical  and  Hospital  Plan  for  City  employees  equal  to  and  better  than  anything 
offered  in  private  industry." 

In  this  Annual  Report  covering  the  fiscal  year  1958-59,  these  two  broad 
phases  of  Health  Service  System  improvements  are  presented  separately  below  along 
with  suggestions  and  recommendations  v/ith  respect  to  future  activities  of  the 
department. 
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THE  HEALTH  SERVICE  BOARD 

The  new  Health  Service  Board  which  took  office  in  February  1958  continued 
into  the  present  fiscal  year  with  Mr.  Daniel  Mattrocce  as  President*  The  members 
of  the  Health  Service  Board:  Mr.  William  J.  Braun,  Deputy  City  Attorney,  repre- 
senting Mr.  Dion  R.  Holm,  the  City  Attorney;  Donald  M.  Campbell,  M.  D»,  practicing 
physician  and  surgeon.  Past  President  of  the  San  Francisco  Medical  Society,  ap- 
pointed by  your  Honor;  Mr.  Harold  S.  Dobbs,  attorney,  business  executive  and 
Supervisor,  Chairman  of  the  Finance  Committee  of  the  Board  of  Supervisors; 
Mr.  Daniel  Mattrocce,  employee  member.  Past  President  of  the  Health  Service  Board, 
Supervisor  of  Wage  Scales  and   Classifications,  Civil  Service  Commission,  and  more 
recently  Secretary  of  the  San  Francisco  Retirement  System;  Mr.  Donald  J.  McCook, 
Insurance  Official,  Yifest  Coast  Manager  of  the  Group  Division  of  the  Aetna  Life 
Insurance  Company,  appointed  by  your  Honor;  Mr.  Henry  L.  McKenzie,  employee  member. 
Past  President  of  the  Health  Service  Board,  member  of  the  Executive  Committee  of 
the  Civil  Service  Association,  Past  Secretary  of  the  Per  Diem  Men's  Association 
and  member  of  Teamsters  Union  Local  216,  AF  of  L;  Mr.  Thomas  P.  O'Sullivan,  employee 
member  of  the  San  Francisco  Fire  Department,  a  member  of  the  Health  Service  Board 
since  1957,  Director  of  the  San  Francisco  Fire  Fighters  Local  798,  San  Francisco 
Fire  Department,  Delegate  to  San  Francisco  Labor  Council,  Delegate  to  State  Fed- 
eration of  Labor  and  to  Union  Labor  Party. 

On  February  10,  1959,  on  the  occasion  of  Mr.  Harold  S.  Dobbs»  leaving 
the  Health  Service  Board  to  accept  the  change  of  appointment  from  Chairman  of  the 
Finance  Committee  to  President  of  the  Board  of  Supervisors,  the  Health  Service  Board 
unanimously  adopted  a  resolution  theinking  Mr.  Dobbs  for  his  energy,  support,  and 
sound  guidance  in  the  reformation  and  rehabilitation  of  the  Health  Service  System. 

The  Board  welcomed  Mrs.  Clarissa  S.  McMahon,  the  new  Chairman  of  the 
Finsmce  Committee  of  the  Board  of  Supervisors  at  its  next  meeting  in  April  1959. 
Since  that  time  Mrs.  McMahon  has  continued  to  give  to  the  System  unstintingly  of 
her  wisdom  and  experience  in  matters  of  finance  as  well  as  all  other  matters  coming 
before  the  Board. 

May  1959  saw  the  first  election  of  an  employee  member  under  the  provisions 
of  the  Charter  revision  of  November  5,  1957.  The  inciunbent,  Mr.  Henry  L.  McKenzie, 
was  defeated  by  Mr.  George  Cuniffe,  a  former  member  of  past  Health  Service  Boards. 
To  Mr.  McKenzie  at  his  last  meeting  on  the  Board,  was  extended  a  resolution 
congratulating  and  thanking  him  for  his  sincere  and  continued  efforts  throughout 
his  membership  in  the  Board  for  the  welfare  and  interests  of  all  members  of  the 
Health  Service  System. 

REORGANIZATION  OF  HEALTH  SERVICE  SYSTEM  WOM   PROCEDURES 

As  pointed  out  in  our  last  Annual  Report  to  your  Honor,  the  Health  Service 
Board,  shortly  after  taking  office,  requested  through  the  Controller  a  survey  of 
Health  Service  System  work  procedures.   The  firm  of  Cecchi  and  Scheibner  was  engaged 
to  make  this  study,  and  this  firm's  report  covering  the  System's  accounting  pro- 
cedures and  organization,  was  completed  in  June  1958  and  adopted  by  the  Health 
Service  Board  at  its  meeting  of  June  26,  1958. 
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NKY  TABLE  OF  ORGANIZATION 

During  the  past  fiscal  year  the  recommendations  of  the  Cecchi  and  Scheibner 
report  have  been  placed  in  effect.  The  Table  of  Organization  proposed  was  immediately 
put  into  effect.  The  changes  necessarily  have  been  time-consuming,  since  review 
was  required  by  the  Civil  Service  Commission  and  new  positions  had  to  be  requested 
and  approved  by  the  Health  Service  Board,  created  by  necessary  appropriation 
ordinances  of  the  Board  of  Supervisors  and  then  given  final  approval  by  your  Honor. 

The  new  position  of  Chief  of  Staff  was  classified  by  the  Civil  Service 
Commission  as  a  B-14  Senior  Accountant  and  the  position  filled  on  November  1,  1959. 
It  is  noteworthy  that  for  the  first  time  in  the  history  of  the  System,  a  City 
department  expending  over  $2,000,000.  a  year,  its  personnel  now  includes  a  high-level 
accountant.   Further  organization  changes  included  the  addition  of  a  B-4  Accountant  I 
in  November  1958.  After  review  by  the  Civil  Service  Commission,  a  new  position  of 
Claims  Supervisor  was  created  and  an  open  examination  held  to  fill  the  position. 
There  was  a  relatively  large  group  of  applicants.   The  new  Claims  Supervisor  ap- 
pointed from  this  list  came  to  the  Health  Service  System  on  February  1,  1959.   It 
again  may  be  emphasized  that  for  the  first  time  in  the  history  of  the  System  our 
Claims  section,  handling  some  6,000  or  more  claims  per  month,  is  now  headed  by  a 
Claims  Supervisor  specifically  trained  in  this  field. 

MEMBERSHIP  AND  IBM  TABULATING  SECTIONS 

During  the  past  fiscal  year,  our  reorganization  has  also  extended  to  our 
IBM  Tabulating  Section.   It  was  only  through  the  cooperation  of  the  City  Purchaser 
and  the  Central  Tabulating  Division  of  his  office  that  we  were  able  to  meet  the 
load  with  which  we  were  faced  commencing  in  the  early  part  of  the  last  fiscal  year. 
At  that  time  a  review  was  instituted  as  to  whether  it  would  be  advantageous  and 
would  constitute  a  saving  to  the  City  to  have  our  machine  operations  in  the  offices 
of  our  Tabulating  and  statistical  work  performed  elsewhere,  perhaps  by  contract 
through  the  Central  Tabulating  Division  of  the  office  of  the  City  Purchaser.  However, 
after  very  careful  study,  it  was  deemed  advisable  to  continue  all  IBM  procedures  in 
the  offices  of  the  Health  Service  System*   This  meant  a  thorough  survey  of  new  methods 
and  procedures  required  to  bring  order  in  the  office,  and  a  study  to  determine  the 
personnel  necessary  to  carry  out  these  neiv  methods  and  procedures.   The  position  of 
IBM  Supervisor  was  reclassified  to  Senior  IBM  Tabulating  Machine  Operator,  and  a 
request  was  made  for  a  full  staff  of  tvro   IBM  Tabulating  Machine  operators  and  two 
IBM  key  punch  operators.  One  IBM  Tabulating  Machine  operator  was  placed  on 
detached  service  in  the  Payroll  Division  of  the  Controller's  Office,  with  specific 
duties  relative  to  Health  Service  System  work.   The  new  Senior  IBM  Tabulating  Machine 
Operator  came  to  the  Health  Service  System  to  take  charge  of  the  Section  on  May  1,  1959 

Further  importajit  changes  in  procedure  have  been  instituted  apace  with  the 
personnel  changes  described  above. 

First  and  foremost  was  a  complete  revision  of  our  Membership  and  Payroll 
procedures,  made  necessary  by  reason  of  the  Charter  changes  relative  to  the  City's 
contribution.  Commencing  in  January  1959,  the  Controller  assisted  the  Health  Service 
System  in  placing  in  operation  an  entirely  new  IBM  procedure  relative  to  Membership. 
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This  program  has  reached  full  operation  only  during  the  past  two  to  three  months. 
These  changes  are  reflected  in  improved  membership  control,  increased  and  better 
control  of  revenue,  more  accurate  recording  of  membership,  and,  of  course,  as  a 
corollary,  the  more  accurate  auditing  and  accounting  of  medical  claim  payments  by 
reason  thereof. 

The  Health  Service  System  also  inaugurated  a  new  policy  for  the  benefit  of 
its  members  during  the  sign-up  period  of  January  and  February  1959.  Changes  in 
procedure  were  instituted  with  the  adoption  of  the  new  enrollment  fonn  to  allow 
members  to  join  the  Plan  of  their  choice  and  add  their  dependents  without  the 
necessity  of  coming  to  the  Health  Service  System  offices.  This  was  of  particular 
importance  to  our  older  members  and  retired  persons,  who  had  difficulty  in  making 
the  trip  to  the  office,  and  to  active  employee  members,  who  vere  inconvenienced  by 
having  to  leave  their  work.  Further,  the  crowding  of  the  Health  Service  System  office 
during  noon  hours,  the  heavy  work  load  on  the  staff,  the  last-day  trip  for  sign-up~ 
all  these  inconveniences  were  eliminated. 

The  change  in  enrollment  procedure  was  coordinated  with  a  change  in  the 
Rules  and  Regulations,  whereby  membership  of  new  employees  was  made  effective  on  the 
first  day  of  the  first  pay  period  after  starting  work. 

The  Board  further  revised  its  Rules  relative  to  Limited  Tenure  employees, 
making  membership  or  request  for  exemption  mandatory  for  all  Limited  Tenure  employees 
who  are  members  of  the  Retirement  System;  thus  bringing  the  Health  Service  System 
Rules  and  Regulations  in  conformity  with  the  Charter. 

Membership  of  Veterans  lifting  their  exemption  was  facilitated  by 
eliminating  the  necessity  of  a  preliminary  physical  examination  and  possible  limitation 
of  benefits;  thus  providing  for  Veterajis  lifting  their  exemptions  the  same  benefits 
euid  rights  granted  other  employees  who  lift  their  exemption. 

Our  payments  to  the  Alternate  Plans  are  now  being  made  on  a  current  basis 
by  reason  of  these  improved  Membership  and  Tabulating  procedures.  Our  payments  to 
the  Equitable  Life  Assurance  Society  of  the  United  States  for  Major  Medical  insurance 
for  Plan  I  are  also  being  made  on  a  current  basis  thereby. 

The  next  two  months  should  see  the  backlog  of  work  in  the  Membership  section 
cleared  up  with  the  extra  personnel  which  have  been  recently  authorized  by  your  Honor, 
after  approval  by  the  Health  Service  Board  and  by  the  Board  of  Supervisors.  This 
backlog  of  work  was  not  unexpected,  in  view  of  the  radical  revision  of  all  procedures 
in  all  of  these  respective  departments. 

CLAIMS  SECTION 

During  the  past  fiscal  year,  very  close  control  of  auditing  procedures  in 
the  payment  of  medical  claims  has  been  maintained.  The  complete  cooperation  of  the 
San  Francisco  Medical  Society  through  its  Insurance  Committee,  and  the  physicians 
of  Sein  Francisco,  has  resulted  in  a  tremendous  improvement  in  the  quality  of  medical 
billing,  so  that  claims  may  now  be  promptly  and  carefully  evaluated.  It  has  been 
evident  that  the  Health  Service  System  methods  of  handling  claims  have  been  antiquated 
and  in  need  of  revision  in  terms  of  present-day  office  management  procedures. 
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Thereforej  with  the  cooperation  and  assistance  of  the  Controller,  a  review  was  made 
of  various  types  of  claims -handling  procedures  and  an  entirely  new  procedure  developed* 
As  a  result  of  this  study,  the  Health  Service  Board,  at  its  meeting  of  November  20, 
1958,  adopted  a  resolution  to  provide  funds  for  the  purchase  of  the  necessary  new 
equipment  for  our  Claims  Section.  After  careful  review  by  your  Administrative 
Assistant  and  the  Finance  Committee  of  the  Board  of  Supervisors,  this  request  for 
funds  received  final  approval  by  the  Board  of  Supervisors  on  February  18,  1959  and 
was  authorized  by  your  Honor*  There  has  been  delay  in  providing  this  equipment, 
both  by  reason  of  routine  City  purchasing  procedure,  publication  of  bids  and  request 
for  review,  and  also,  lastly,  by  reason  of  the  failure  of  delivery  due  to  the  recent 
Teamsters'  strike.   The  Health  Service  System  can  report  that  this  equipment  has  now 
been  delivered  to  our  offices  in  the  Auditorium  ajid  will  be  installed  within  a  few 
days  of  the  date  of  this  report.  The  new  procedures  for  the  handling  of  claims 
utilizing  this  equipment  should  be  in  operation  within  ninety  days.   These  new  pro- 
cedures should  result  in  a  decrease  in  the  work  load  of  the  individual  employee, 
an  increase  in  the  efficiency  of  the  operation  of  the  System,  and  a  consequent  saving 
to  the  System  by  allowing  the  utilization  of  at  least  one  person  from  the  Claims 
Section  in  necessary  Health  Service  System  work  in  other  sections* 

With  reference  to  the  work  of  the  Claims  Section,  it  should  also  be  pointed 
out  that  commencing  January  1,  1959,  the  Claims  Section  added  to  its  functions  the 
processing  of  claims  for  Major  Medical  insurance.   This  added  duty  the  Claims  Section 
was  able  to  perform  without  the  addition  of  more  personnel.  The  payment  of  Major 
Medical  claims  has  been  most  satisfactory,  both  in  our  own  office  experience  and  also 
in  the  cooperation  afforded  by  the  Equitable  Life  Assurance  Society  of  the  United 
States  through  its  San  Francisco  office.  Claims  presented  to  the  Equitable  Society 
are  handled  promptly,  and  payment  to  our  member  is  usually  made  within  24  to  48  hours. 
The  volume  of  our  claims  expenditures  in  Major  Medical  insurance  is  reflected  in  the 
attached  statistical  information;  an  average  of  45  claims  per  month  are  presently 
being  processed. 

REVISION  OF  THE  PIANS 
MEDICAL-HOSPITAL  BENEFITS 

Immediately  upon  taJcing  office  in  February  1958  the  new  Health  Service 
Board  entered  in  discussion  with  many  departments  of  the  City  government  and  found 
that  there  was  a  great  universal  interest  in  "Major  Medical"  or  what  is  sometimes 
called  "Catastrophic  Insurance"  to  supplement  the  Basic  Benefits  already  provided 
for  City  employees.  The  Board  further  received  numerous  suggestions  as  to  liberali- 
zation of  its  Basic  Benefits  in  Plan  I. 

A  thorough  actuarial  review  of  Plan  I  was  undertaken  by  a  leading  firm  of 
actuaries,  Johnson  and  Higgins  of  California,  who  worked  concurrently  with  the  firm 
of  Cecchi  and  Scheibner  (see  above)  so  that  the  work  of  both  would  not  conflict.   The 
actuaries  reported  that  a  deficit  of  $65,000.  existing  as  of  July,  1957,  would 
probably  be  completely  liquidated  by  July,  1958,  and  hence,  no  assessment  would  be 
necessary  to  meet  a  possible  deficit  prior  to  July  1,  1958,  the  date  on  which  the 
City's  contribution  to  the  System  would  begin.   It  may  be  noted  that  this  opinion  of 
our  actuaries  has  been  confirmed.  A  recent  audit  requested  of  Mr.  Harry  D.  Ross, 
Controller  of  the  City  and  County  of  San  Francisco,  and  made  by  Cecchi  and  Scheibner, 
indicates  a  surplus  of  approximately  $41,000.  as  of  June  30,  1958. 
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Pursuant  to  the  provisions  of  Section  172.1«4>  the  Health  Service  Board  held 
a  Public  Hearing  on  September  4,  1958  at  8:00  P.  M.  in  the  Chambers  of  the  Board  of 
Supervisors,  relative  to  improving  its  Hospital  and  Medical  Benefits  in  Plan  I.  The 
Board  presented  at  the  Public  Hearing  four  plans  of  Basic  Benefits  to  go  along  with 
a  plan  of  Major  Medical  Insurance  which  was  under  consideration.  These  plans >  out- 
lined in  the  release  of  August  20,  1958  (appended),  included  the  existing  Plan  I  and 
drafts  of  three  other  plans  of  Basic  Benefits.   The  Major  Medical  Insurance  was 
outlined  to  supplement  each  of  these  proposals  along  with  the  estimated  costs.   In 
addition,  the  Board  also  presented  at  the  Public  Hearing  the  changes  in  Plan  II  which 
had  been  proposed  by  the  Kaiser  Foundation  Health  Plan  and  which  had  been  approved 
by  the  Health  Service  Board  at  its  regular  meeting  of  July  3,  1958. 

Following  the  Public  Hearing  of  September  4,  1958,  the  liberalized  Basic 
Benefits  portion  of  Plan  I  was  adopted  by  the  Health  Service  Board  at  its  regular 
meeting  of  September  18,  1958  and  the  Major  Medical  portion  of  Plan  I  was  adopted  by 
the  Board  at  its  regular  meeting  of  October  2,  1958. 

Request  for  bids  for  Major  Medical  insurance  for  Plan  I  members  was 
published  in  the  San  Francisco  press  in  accordance  v/ith  City  purchasing  procedure. 
The  bids  were  received  at  a  Special  Meeting  of  the  Health  Service  Board  November  3, 
1958,  thirty  days  after  publication.   The  Board  at  its  regular  meeting  November  6, 
1958,  accepted  the  offer  of  the  Equitable  Life  Assurance  Society  of  the  United  States 
on  the  basis  of  the  following  considerations:   (l)  lowest  initial  premium;  active 
and  retired  employee  $1.51;  spouse  $1.64;  child  or  children  $0.48;  (2)  very  favorable 
retention  estimate;  (3)  company  size  and  assets;  (4)  San  Francisco  service  facilities; 
and  (5)  length  of  contract  guarantee  (until  July  1,  1960  as  compared  to  a  12  months' 
guarantee  by  other  bidders). 

The  changes  in  Plan  I  Basic  Benefits  (increase  in  fees  for  office,  home 
and  hospital  calls,  addition  of  x-ray  and  radium  therapy  for  malignancy  and  other 
changes )  and  the  provisions  of  the  Major  Medical  insurance  as  well  as  the  change  of 
benefits  of  the  Alternate  Plans  and  the  respective  contribution  rates  all  are 
summarized  in  the  Summary  of  Health  Service  System  Plans  attached,  which  was  dis- 
tributed in  January  1959  to  our  approximately  20,000  members. 

The  revised  Plan  I  was  submitted  with  revision  of  Plan  II  first  to  the 
Retirement  Board  for  initial  action  end  then  to  the  Board  of  Supervisors  for  its 
action  along  with  the  changes  of  contribution  rates  for  all  Plans  pursuant  to  the 
provisions  of  Section  172.1  of  the  Charter  as  amended  November  5,  1957. 

The  matter  was  heard  first  by  the  Committee  on  Public  Health  and  Welfare 
consisting  of  Dr.  Charles  A.  Ertola,  Mr.  Alfonso  J.  Zirpoli  and  Mr.  James  J.  Sullivan, 
at  Public  Hearing  on  October  16,  1958.  A  continuance  was  granted  by  the  Committee 
thereafter  to  allow  employee  groups  to  study  the  proposals.  Subsequent  public  hearings 
xvere  held  by  the  Committee  on  October  30  and  November  13,  1958.   The  proposals  and 
necessary  ordinances  were  then  forwarded  to  the  full  Board  of  Supervisors  by  the 
Committee  on  Public  Health  and  Vifelfare  with  a  "Do  Pass"  recommendation. 

On  November  24,  1958  the  Board  of  Supervisors  approved  the  proposed  changes 
for  second  reading  by  unanimous  vote  of  11  to  0.  Voting  in  favor  of  the  measure  were 
Supervisors:  Mr.  William  C.  Blake,  Mr.  Joseph  M.  Casey,  Mr.  Harold  S.  Dobbs, 
Dr.  Charles  A.  Ertola,  Mr.  John  J.  Ferdon,  Mr.  James  Leo  Halley,  Mr.  Francis  McCarty, 
Mrs.  Clarissa  S.  McMahon,  Mr.  Henry  R.  Rolph,  Mr.  James  J.  Sullivan  and 
Mr.  Alfonso  J.  Zirpoli.   On  December  1,  1958  the  Board  of  Supervisors  gave  final 
approval  again  by  unanimous  vote  of  the  members  present. 
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The  wisdom  of  the  Board  and  the  importance  to  our  members  of  providing  these 
benefits  on  January  1,  1959  rather  than  waiting  until  the  beginning  of  the  next  fiscal 
year,  July  1,  1959,  is  emphasized  by  the  fact  that  during  the  first  six  months  of 
operation  approximately  143  persons  received  Major  Medical  benefits  in  a  total  amount 
of  $65,474.96;  money  whioih  was  payable  for  services  over  and  above  any  Basic  Benefits 
of  Plan  I,  past  or  present.  As  of  the  date  of  this  Annual  Report,  over  |100,000.  has 
been  paid  in  such  claims;  again  it  may  be  stressed  that  this  represents  money  which 
otherwise  would  have  had  to  have  been  paid  by  our  members.  That  one  payment  for  one 
person  amounted  to  $2547.22  is  evidence  enough  of  the  importance  of  Major  Medical 
insurance  to  our  members  when  catastrophe  befalls. 

The  Board  next  addressed  itself  to  a  study  of  changes  and  improvements  in 
the  System  for  the  next  fiscal  year,  July  1,  1959  through  June  30,  1960. 

On  January  29,  1959  a  Public  Hearing  was  held  by  the  Health  Service  Board 
in  the  Chambers  of  the  Board  of  Supervisors  in  accordance  with  Charter  provisions. 
Eknployees  and  employee  organizations  were  present  and  made  suggestions  for  the  im- 
provement of  Plan  I.  All  of  these  suggestions  were  given  careful  consideration  by  the 
Board  and  preliminary  investigation  by  the  Board's  actuary,  Johnson  and  Higgins  of 
California.   The  Board  studied  critically  each  proposal,  along  vath  its  estimated  cost* 
and  then  chose  those  suggestions  vihich  were  considered  most  immediately  important  to 
the  membership  of  Plan  I.   The  Board's  decision  was  dictated  not  only  by  the  anticipate 
cost  of  each  benefit  change  on  an  actuarial  basis,  but  also  by  the  necessity  of 
maintaining  the  soundness  of  the  System  during  the  coming  fiscal  year.  On  April  29, 
1959  the  Board  approved  the  further  revisions  of  the  benefits  and  the  contribution 
rate  structure  for  the  coming  fiscal  year  1959-60  as  outlined  below. 

By  reason  of  the  City's  added  contribution  during  the  fiscal  year  July  1, 
1959  through  June  30,  1960,  the  Health  Service  Board  was  able  to  adopt  changes 
liberalizing  the  Basic  Benefits  of  Plan  I  and  at  the  same  time  reduce  the  member's 
contribution  rate  in  Plan  I  from  $6.60  to  $5.84  per  month.  The  rate  for  the  member 
and  spouse  will  be  reduced  from  $15.24  to  $14.48  per  month,  and  the  family  rate  from 
$19.10  to  $18.34  per  month. 

Action  on  these  changes  was  deferred  by  the  Committee  on  Public  Health  and 
Vifelfare  pending  further  actuarial  studies.  Therefore,  again  on  August  18,  1959  the 
Health  Service  Board  considered  the  changes  of  benefits  and  adopted  new  contribution 
rates  to  be  effective  October  1,  1959.   These  were  then  again  forwarded  to  the  Board 
of  Supervisors. 

Most  important  of  the  adopted  changes  in  Plan  I  benefits  was  the  removal  of 
the  so-called  "one-year  rule"  covering  the  care  of  dependents.  This  rule,  in 
existence  for  many  years,  limited  the  dependent  member  to  treatment  for  only  one  year 
beginning  with  the  first  date  of  service,  and  absolutely  prohibited  payment  for  any 
further  treatment  for  the  condition  after  the  one  year  period.   This  restrictive  rule 
represented  one  of  the  chief  causes  of  dissatisfaction  and  dissension  among  members  of 
the  System  during  the  past  many  years-   By  the  Board's  present  action,  dependent 
members  will  now  be  provided  vdth  the  same  benefits  as  active  and  retired  employees. 

The  Board  further  removed  the  restriction  for  the  treatment  of  conditions 
of  dependents  pre-existing  their  membership  in  the  System;  another  major  cause  of 
dissatisfaction  among  members  for  many  years.  Now  all  pre-existing  conditions  of 
present  dependent  members  of  Plan  I  will  automatically  be  covered  for  full  benefits, 
and  dependents  will  be  admitted  to  Plan  I  in  the  future  without  medical  examination 
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(formerly  required  at  the  member's  own  expense)  if  the  new  City  employee  makes  ap- 
plication for  his  dependents*  membership  within  a  time  limit  following  the  date  of 
his  employment. 

Recognizing  the  importance  of  providing  members  with  adequate  reimbursement 
for  surgical  services,  the  Health  Service  Board  studied  its  present  Surgical  Fee 
Schedule  and  changed  from  its  present  schedule  with  a  $300  maximum  to  a  $400  Surgical 
Fee  Schedule  based  on  the  Relative  Value  Study  sponsored  by  the  California  Medical 
Association,  and  presently  in  use  by  numerous  insurance  companies  throughout  California^ 

The  other  improved  benefits  adopted  by  the  Board  for  Plan  I  members  included 
a  broadening  of  the  age  requirements  of  minor  dependents,  by  lowering  the  age  at 
admission  from  one  year  to  fourteen  days,  thus  allowing  Basic  Medical  Benefits  for 
infants  (already  covered  by  present  Plan  I  Major  Medical  insurance).   It  further 
broadened  dependent  age  requirements  of  minor  dependents  by  increasing  the  age  limit 
from  19  to  23  years.  This  meets  the  numerous  requests  received  by  the  Board  in  the 
past  that  benefits  be  provided  for  this  age  group  of  dependents  from  19  to  23  years 
of  age  who  may  still  be  in  school  or  college  and  thus  still  require  financial 
assistance  from  their  parents.   These  changes  in  age  requirements  for  minor  dependents 
are  in  line  with  the  widening  concepts  being  adopted  in  Health  Insurance  Plans 
throughout  the  country  today. 

Lastly,  the  Board  approved  the  elimination  of  two  long-standing  restrictions 
of  benefits:   (l)  the  exclusion  from  hospital  benefits  for  patients  requiring  care 
in  isolation  hospitals  for  contagious  communicable  diseases,  and  (2)  the  requirement 
that  a  minor  dependent  member  must  have  been  a  member  of  Plan  I  for  one  year  before 
the  System  could  provide  payment  for  the  removal  of  tonsils  and  adenoids.   These  two 
long-standing  limitations  again  were  the  cause  of  much  dissension  and  dissatisfaction 
among  members  in  the  past. 

In  summary,  the  Health  Service  Board  has  adopted  the  following  changes  in 
its  Basic  Medical  and  Hospital  Benefits: 

(1)  provided  for  treatment  of  pre-existing  conditions  of  dependents; 

(2)  eliminated  the  rule  restricting  treatment  of  dependents  to  one  year  for  any 
condition,  illness,  or  injury; 

(3)  changed  the  Surgical  Fee  Schedule  from  a  ,^300  to  a  $400  schedule  based  on  the 
California  Medical  Association's  study; 

(4)  broaden  the  age  requirements  for  minor  dependent  members  from  one  year  down  to 
fourteen  days  and  from  19  years  up  to  23  years  of  age; 

(5)  removed  the  one-year  membership  rule  for  tonsillectomy  of  minor  dependents,  and 
(e)  provided  for  hospital  benefits  for  communicable  diseases. 

PLAN   II. 
KAISER  FOUNDATION  HEALTH  PLAN 

The  Board  also  adopted  changes  in  the  contribution  rates  of  Plan  II  members 
xThich  will  allow  for  a  reduction  by  reason  of  the  City's  added  payments  for  the  coming 
fiscal  year.   The  present  monthly  contribution  rate  of  $7.00  for  active  and  retired 
employee  members  of  Plan  II  will  be  reduced  to  $6.40. 
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The  changes  in  benefits  for  Plan  II  members  which  were  adopted  include: 

(1)  an  increase  in  the  allowance  for  out-of-area  coverage  from  $250  to  $500; 

(2)  dental  x-rays  which  had  been  given  members  enrolled  prior  to  January  1,  1954 
will  no  longer  be  provided. 

The  monthly  contribution  rates  for  Plan  II  members  as  now  adopted  by  the 
Health  Service  Board  will  be:  active  and  retired  employees,  |6.40;  employee  and 
one  dependent,  $13.32;  emp-loyee  and  two  or  more  dependents  (family  rate)  $17.70. 

PIAE  III  PLAN  IV 

RAY  E.  HARRIS,  M.  D.  &  STAFF  BOE  MEDICAL  GROUP 

The  Health  Service  Board  further  adopted  changes  in  the  monthly  contrib- 
ution rates  for  members  of  Plan  III  (Ray  E.  Harris,  I.I.  D.  and  Staff)  and  Plan  IV 
(Boe  Medical  Group)  which  represented  a  small  increase  in  the  rate  for  active  and 
retired  employees.   This  increase  was  made  necessary  by  the  continuing  marked  rise 
in  overall  medical  costs  during  recent  years.   It  should  be  noted  that  there  has 
been  no  increase  in  contribution  rates  for  Plan  III  and  Plan  IV  members  for  several 
years. 

For  Plan  III  members  (Ray  E.  Harris,  M.  D.  and  Staff),  a  change  in  hospital 
benefits  was  approved  which  will  grant  21  days  hospitalization  at  the  minimum  ward 
rate  in  full  up  to  $22.00  per  day  and  an  allowance  for  anesthesia  and-or  anesthetist 
in  full  up  to  $25.00  during  hospital  service  period. 

The  new  monthly  contribution  rates  for  Plan  III  members  will  be  as  follows: 
active  and  retired  employees  $5.92;  spouse  $5.52;  employee  and  spouse  $11.44;  minor 
dependent  $4.10;  employee  and  minor  dependent  $10.02;  family  rate  $15.30, 

The  new  monthly  contribution  rates  for  Plan  IV  members  will  be  as  follows: 
active  and  retired  employees  $5.88;  spouse  $5.50;  employee  and  spouse  $11.38;  minor 
dependent  $4.06;  employee  and  minor  dependent  $9.94;  family  rate  $15.24. 

STATISTICAL 

NEVV  MONTHLY  CONTRIBUTION  RATES  EFFECTIVE  OCTOBER  1,  1959 

Plan  I     Plan  II    Plan  III  Plan  IV 

Qnployee   or  Retired  Member  $5.84  $6.40  $5.92  $5.88 

Employee  and  Spouse  14.48  13.32  11.44  11.38 

Family  Rate  18.34  17.70  15.30  15.24 

STATISTICAL  COliilPARISON  OF  MEMBERSHIP 

_ 1956-57  1957-58  1958-59 

Plan  I 
Plan   II 
Plan   III 
Plan  IV 

TOTALS 


20,211 

20,265 

19,347 

12,000 

13,579 

16,086 

375 

398 

605 

1,532 

1,435 

1,528 

34,118 

35,677 

37,566 
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The  above  changes  in  benefits  and  rates  for  the  four  Plans  trere  submitted 
to  the  Retirement  Board,  to  the  Board  of  Supervisors'  Committee  on  Public  Health  and 
Welfare,  and  finally  to  the  full  Board  of  Supervisors  for  approval  in  acaordanoe 
with  the  provisions  of  Section  172.1  of  the  Charter  of  the  City  and  County  of 
San  Francisco.   The  entire  revised  benefits  and  rates  received  final  approval  by  the 
Board  of  Supervisors  on  September  8,  1959,  and  will  become  effective  October  1,  1959. 

AUDIT 

An  audit  of  the  System  as  of  June  30,  1958  has  been  completed  by  Cecchi 

and  Scheibner  under  the  direction  of  the  Controller,  Mr»  Harry  D*  Ross.  The  report 

on  this  audit  will  be  forwarded  to  your  Honor  to  be  made  a  part  of  this  Annual  Report 
upon  its  receipt. 

ACTUARIAL  SURVEY 

An  Actuarial  Survey  of  the  Health  Service  System  for  the  fiscal  year 
1958-59  has  been  submitted  by  Johnson  and  Higgins  of  California,  and  has  been 
adopted  by  the  Health  Service  Board  at  its  regular  meeting  of  September  8,  1959. 
This  report  is  appended  herev/ith  as  a  part  of  this  Annual  Report. 

CONCLUSION 

The  Health  Service  Board  is  presently  engaged  in  the  study  of  the  benefits 
of  its  various  Plans  preparatory  to  presenting  these  to  our  membership  at  its 
Public  Hearing  in  January  I960.   These  changes  all  reflect  new,  sound,  and  reasonable 
benefits.   The  financial  structure  of  the  System  must  be  revievred  at  that  time  and 
rates  of  contribution  adopted  which  will  reflect  our  past  experience  and  the  benefits 
to  be  added. 

The  reorganization  changes  in  the  Health  Service  System  which  were 
initiated  during  the  past  fiscal  year  must  continue.  Numerous  administrative  problems 
remain  to  be  met  and  will  be  resolved.   The  Classification  Survey  by  the  Civil 
Service  Commission  which  is  presently  in  progress  will  be  of  the  utmost  importance 
to  the  Health  Service  System  at  this  time  in  particular. 

In  conclusion,  the  past  fiscal  year  1958-59  has  seen  major  advances  in  all 
phases  of  the  Health  Service  System.   The  obliteration  of  the  deficit  which  existed 
as  of  June  30,  1957  to  become  a  surplus  of  approximately  $41,000.  as  of  June  30,  1958, 
reflects  careful  administration.   There  exists  today  a  sense  of  unity  between  the 
Health  Service  Board  and  its  four  Plans  of  medical  care  which  was  frequently  lacking 
in  the  past.   Representatives  of  the  San  Francisco  Medical  Society  and  of  the 
San  Francisco  Hospital  Coiaference,  as  well  as  numerous  individual  physicians,  have 
expressed  their  appreciation  and  satisfaction  with  the  changes  in  Plan  I  v/hich  have 
been  put  into  operation  by  the  Board.   The  cooperation  between  members  of  these 
Societies  and  the  Health  Service  System  has  been  excellent. 

The  date  on  v/hich  the  above  benefit  changes  in  Plan  I  are  put  into  effect 
will  mark  the  removal  of  several  of  the  most  serious  causes  of  dissatisfaction  and 
dissension  among  members  of  the  Health  Service  System  for  many  years. 
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Finally,  the  four  Plans  available  in  the  Health  Service  System  now  provide 
active  and  retired  employees  of  the  City  and  County  of  San  Francisco  and  of  the 
San  Francisco  Unified  School  District  with  a  wide  choice  of  benefits  for  themselves 
and  their  families— with  premium  rates  within  the  financial  means  of  members  of  the 
System. 


VJALTER  E.  HOOK,  M.  D, 
Medio al  Director 
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MAJOR  MEDICAL  CLAIMS 


Month 

No.   of 

Amount 

Claim  Paid 

Claims 

Paid 

Average 

.vigrch   1959 

8 

$6,905.54 

*362.94 

April 

34 

17,825.08 

524.27 

May 

52 

21,445.21 

412.41 

June 

49 

19,301.13 

393.24 

July 

56 

19,928.76 

355.87 

August 

57 
256 

15,323.76 

264.20 

TOTALS 

$100,727.48 

$393.46 

ANNUAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM 

1959-1960 

This  Report  is  missing. 


San  Francisco  Public  Library 
Government  Information  Center 


ANNUAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM 

1960-1961 

This  Report  is  missing. 


San  Francisco  Public  Library 
Government  Information  Center 
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Tlw  HMltli  SmrrUm  aywtm  ma  —UULUtkU  la  mnik  1917  1(sr  Ctertor 
•nd  hM  toM&  la  jToU  ofMratioa  ilnM  OsWbw  X938.    Tba  em«tlt«UaMlitar  aid 
UgaUty  of  ootvulMV/  ■MdMnhip  ham  b««n  MtiOaisted  ia  tiM  MMrt*.    Thimijiii* 
tte  y««rs  «b«ni  tea  bMa  a  eonaiatMt  paitara  af  progvaaaiw  ahaa^i  ia  tha  SjaUm 
with  i^«^f«MwriU  in  bMMflta  for  aMban  and  thslr  iltpanilanto»  aaA  aaaaMary  ehaaoM 
in  contribution  raUa  to  aaat  th«  iaarMuiing  «o»tK  of  aiKtlMl  Monrioas. 

Th*  arlgtml  plaa  pravldad  ftr  piyaaat  bgr  tlw  HasXth  Serviee  Syataa  far  ita 
aMftara  for  aorvioaa  ^  doaton,  lalMVataloa,  aaA  Haopitala*      (;o!nnanoia«  la  19U7 
thraa  addiUooal  AXtmrmU  PVum  af  awUaaL  aara  mtm  adted  ao  tb«t  at  tiia  praa«ii 
tim  ttaa  fiaaltli  Sarrlea  S^ataa  pravidaat    Plaa  X,  ita  aan  i^adiaal-iia^^tal  naai 
Plan  II,  tha  Xalaar  HaaXth  Foandatiao  lOaai    Flaa  III,  tha  Bay  tf .  Hanrla,  M*  D.  and 
Staff  TLanf    and  PUa  i?,  tiia  Bojr  ttidlaal  Oponp  Una. 

{ntartar  Aaaadawt  n>o|^oal%ioa  *  K  *  waa  a|vr«Md  aa  MavaMMP  $•  1937  tor  tlw 
alaetorata  and  ratlftad  an  VMraarr  $,  1^58*    f^^  platad  in  aparatlan  ahaagta  in 
tba  Haalth  Sarvioa  Syataa  ahiab  aara  tte  outtfroath  me  tha  af forta  of  tiia  Caaaittoa 
to  Ia«ir«va  tha  Haalth  Sarvioa  Syataa  tad  tha  19$6  Camittaa  to  Istaatifala  tha 
HaaXth  Sarviaa  Syataa  appoiatad  Igr  r>«t  R«aar»  aad  tha  aaatlMad  afforta  of  Citr 
a#X09aaa  audi  Bivi^rM  Qrsaaltatiana  dadiaatad  to  providing  tha  aati^  and  rotivad 
a^^lafaoa  (tf  San  Franoiaea  mA  thair  dapaadaata  with  a  aaifnahaaaiita  aa  aaXX  aa 
OMAd  !*X«i  af  wdiaaX  aad  haapltal  banafita.    TKaaa  banaflta  pravidad  thaa  with 
pratattiaa  agaiaat  arlaawalaa  Nhioh  aan  bafalX  aqyona  at  aar  tlna  dua  to  illnoaa 
aad  or  injury. 

Tba  lloaXth  SmnUm  Baard  that  took  affico  unAu^  tha  KarLaad  Chartar  provl- 
aions  iaraadiataly  direotad  ita  attanUoo  ta  poXloy  aaitara  daaXlag  with  tha 
ro-orsjanlMi;  »a  of  tha  Syataa  aad  with  tiia  banafita  af  Ite  ipariaiia  Plana  and  thair 
rata  atruetara* 

Asain  in  UvwiMf  1961  PirqpaaiUoa  *T*  aaa  aohaittod  to  tha  paopXa  aad  m» 
paaoad  lay  a  aabataatiaX  yoU*    Tkiia  propoaitiM  yrovidad  twr  tha  Gltr  aad  Cotartgr 
of  San  firaaaiaao  to  abaav^  tha  adalniatvaUTa  asvanaa  af  tha  HaaXth  Sarviaa  Syataa 
ahiah  aaa  f  araarly  paid  hy  ahpXi«aaa  and  thair  dapaadaata.    In  additlaa  tharato, 
tha  additionaX  oaat  of  oavarafia  of  ratirad  a«*«ra  aaa  daflp^M  hy  tha  aty.    Thia 
faatura  la  vaiqpa  la  haaXth  aavava^sa*  aharahy  tha  ratirad  aaoter  pora  tha  aaaa 
aaouat  aa  tha  aotiva  atarkiaf  airtiir  aXthoa^h  hia  ooata  ara  aetaarlaXlr  oaqpatad  at 
Iteaa  or  f  oar  tiaaa  aa 


m  muH  MHfUi  Mm 

jaBajBBaBSBUR3SBKtfB9hJEBaBBB 

Tha  praatMt  HaaXth  Sarviaa  Board  ia  aada  of  the  foUowtogi    Jtr,  Franeia  J* 
CaUina,  aaplayaa  aaiibar,  DacMrtoant  of  ptihXia  worka*  aarvlag  aa  nraaidaatt 
»r,  DoaaXd  J.  ifeCook*  laaovanoa  QrfleiaX«  Waat  Coaat  Manaiir  af  tha  Qro^p  Olvlalaa 
af  tha  Aataa  Ufa  lasaranaa  Oen>aayi    Nr.  ConaXd  J,  QarlhaXdi,  t^opaty  City  Attomay, 
rapraaaatiag  iftr*  Tho«a  N.  O*0aa(Mr»  City  Attomayt    rjonaXd  i^  oat^phalX,  A.  D«« 
praaUeittf  phyaiaiaa  aad  aarfaon,  Foat  nroaldaat  af  tha  Saa  ftmaXaoB  mdiml  Saaiaty, 
appaintad  bgr  year  Haaar,  aa  aaa  )tp*  itoCookt    Hr.  Varald  8.  Bahba,  Chairaaa  af  tha 
Fiaaaaa  Oaaaittaa  af  tha  Board  af  Saparvlaarat    %•  Oacna  W*  Oaaiffo,  a  foraar 
aaahor  of  paat  ilaaXth  Sarviaa  Baardi»  aa  aiqpiayaa  aaidior  aC  tha  Dapartaaat  af 
PahXio  HoaXtht     Hr.  Thaaaa  w.  iiaOrath,  Ualon  aaaaaUaa  aad  htialaaaa  afant» 
tha  Cara«a*a  Onion  I.oaaX  XjSO  AFL«  aa  a^pXoyaa  af  tha  .'ladalpaX  SailMay. 


vmm»Jurim 

Th«  HMlth  S«rvlM  Board  contlmwe  to  mwmj  th*  nwdt  for  Vbm  8y»tM  ttttf 
has  don*  «o  throoj^  «  Munraar  raquaatad  of  the  CoatroUar.      Ttaa  finanolal  raeorda 
hanm  baao  audltad  aaoh  flaeal  yaar*  tha  Uat  audit  baing  parfonaad  tagr  tha  Coatr<^Llar*a 
Qananl  Audit  staff  i^dah  was  aoi^pXata  and  rmdarad  to  iha  Health  Sanriea  Board  and 
tte  lSKaotttlv«B  Diraotor  in  raoord  tiaw*    aavisad  tablas  of  organisatloo  bav«  been 
pro^Murad  shmria;  tha  poaitloDB  authorisad  and  omt  positions  raquiriad,  caalnljr  <iua  to 
Um  inaraasad  voljoaa  of  nadlaal  eXaina  sod  tba  strict  cost  aceoonting  raqulrad  lisf 
nrapoaiUoB  »r"  passad  in  tha  nvf^me  1,  1961  alaoUon. 

Vam  SyUu  ia  eogtlmwwaly  mkLa^  prosrasa  undar  tha  now  rafim  aad  liaa  baan 
yajlag  Mdloal  Ixills  mmkly  •ine*  Ootobor  I960*    Tba  ikdieal  Advisor,  Dr.  Jams  T. 
ntsgn^Od  bas  baoQ  diligantly  raviawins  olaias  and  tb*  Board  is  imU  pleasad  with 
Or«  Pltac*'>34*a  (^jpointoamt.    GlaiMS  contiaM  liaa.«7  not  wljr  aa  to  anoonts,  bat  as 
to  tha  Tolms  handlad.    v.lth  aoma  thousand  or  mtf  mrraiita  bainc  aant  out  Hoaid;/* 
tha  filing  sitoatifflii  is  baaenlns  etwbersoa.    iaeh  prooaasor  is  raq>onsibla  for 
prooaosinf  olaiits  assiipaod  bjr  tha  Claims  Sv^>arvisor  and  ttm  filing  ia  being  aeeOM* 
pUshad  by  t— porary  help.     It  is  oontanplatad  that  a  f^l  tiae  file  clerk  is 
dasin^bla  to  do  this  ifork  and  only  then  ean  sone  oim»  ba  properly  trained  for  this 
phase  of  tha  nadisiCl  olaiiRs  work* 

anfBaaaiP  ahd  tahtutisq  pxyision 

There  has  bean  s  oeaplata  raorganisstion  of  tha  ■ambarship  saotion  dua  to 
rtiingit  in  paraannal  naoaasitatad  by  the  {vooiotion  of  oom  and  ethers  lesTing  Cl^ 
serriea.  Tha  oanibarahlp  division  hai  b«an  ravaoiipad  tdth  tha  assistanoa  of  tha 
Controller,  due  to  the  Eleetronio  Data  Processing  peo^An  now  being  Inatallad* 
Certain  phases  of  the  work  is  being  straaalinwd  for  the  forthooming  "S^  prograa* 

The  T-:;Ka««ti«a  Ciraotoir  and  Head  Aeaouatant  have  taken  tha  fotar  nanth 
indootrlnatioa  pregraa  in  "HDP"  and  st  iirassat  tha  JPrineipal  Tabulating  Haehiiis 
Operator  ia  aasigaad  to  this  pre^traDi  on  a  faU  tiaa  basis*  iUs  position  haa  baoa 
filled  on  a  tawporary  basis  paindlng  his  return* 

The  [iealth  Serviaa  Board  baa  oonplately  ronrittan  tha  Snlsa  and  Ragalstiom 
of  tha  flealth  Sarvioe  Systesi,  coi^  of  which  la  being  mda  an  affieial  part  of  this 
rspart.  Sign'^vps  w  tha  oppcartanity  to  oiiange  froa  ana  plan  of  tha  8/stan  to  «othM>, 
has  bean  mde  saore  laniaeot.  TVo  aignngiM  are  aHflwad  «t  praaant  undtfr  tha  nsw  rules, 
floa  ia  Hay  and  one  in  Hov«A»ar,  replacing  tha  pdar  aifBH^p  la  Sapteabv  only.  Tha 
aesssptions  ham  beaa  oaaplatsly  ohan^id  in  tha  new  }b3l»»  aad  nsgolations,  aaking  tha* 
wr»  raaliatio  than  ia  the  past.  A  oen^ilct^  file  of  iaaoranoa  earri«r8  is  being 
Maiataiaad  in  the  offiea  of  tha  3ysta««  iMklng  It  aaslsr  for  tha  Board  to  paas  an 
•MapUon  than  ia  tha  paat*  Tha  Bxaoativa  Direetor  has  besn  (Ivan  nor*  authority  to 
sot  for  tha  Beard  aa  ad«iaiatc«tlv«  aattara  and  tha  Health  8«pviaa  Board  ia  conoamad 
nov  with  only  natt«ra  of  pelioy* 

Tha  Tabulating  and  ISM  Divisicm  has  b««n  raorgaaisad  dtaa  to  the  antranoe  of 
tha  Syatan  into  tiui  "SCP"  pragran  and  all  raaorda  are  being  <aaintainad  in  tho  ofrioea 
of  the  3y«te«  where  foraerly  they  wsm  divided  between  the  Mystaa  and  the  Ccmtrollar'B 
Payroll  Saotion.   This  has  rasultad  in  tita  alindaatloa  of  one  deak  of  aards  (soaa 
20,000  IBM  oarda)  which  haa  speadad  up  tha  work  of  tha  Systata  and  will  continue  until 
the  ttltioata  paak  whan  "SDP"  takes  over  tha  IBM  phaaa  of  tha  work. 


CIAI>6  DiyiSlOM 

Thar*  «9ciat«  «  tmt  doss  control  in  tha  elAimt  dlvlaloQ  ««tiioh  ha«  proraa 
b«Mn.elal  In  tim  prooasalztg  and  paywnt  of  aadleal  claicas.  A  vary  deflnlta  liqjrofvi* 
swnt  has  baan  sad*  in  tha  paat  yaar  in  tha  a^alaation  of  nsdioal  olaimii.  tba  cloaa 
eooparatlon  vlth  Uia  S&n  Tranoiaeo  litdioal  Soeiatj,  tba  iiquitabia  lASit  Aaauranaa 
Soclaty,  our  'ajor  adioal  oarriar,  haa  nada  tha  Syvtaa's  Job  sasiar  and  tha  quality 
of  sBdicaX  billing  has  dafinitoly  iavtrovad. 

4aJor  ilvclical  paymanta  hay«  continuad  to  ba  aubstantial  and  mwe  nenbars  and 
thair  depsndmta  hara  written  to  the  3oard  and  tha  :;/Btani  axpraasing  thair  thanks  for 
tha  proflipt  payiawit  of  euch  clairao  and  for  tha  3oard»3  foraaitihtadnaes  in  obtaii»ing 
oataatro;»tdc  covara^a  for  ^aembara  and  dapwodanta. 

In  aeacnrdanGa  with  Chart«jr  prorislona,  a  jpibllc  haariog  was  held  in  January 
1962,  ^fembara,  or^anitationa  and  inter;,-' lod  people  can  present  their  vieiM,  eonnanta 
or  coi^jlainta  at  this  pablie  hearing.  Rapreawitativea  from  ttoe  alternate  plans  wara 
praaant,  the  Systea'a  actuary  presented  his  statistica  and  the  ^resident  of  tha  Health 
Sarvioe  Board  rerlewed  the  year's  activity.  The  Uxacutive  Director  and  -Jadical  Advisor 
ware  in  attendance  to  answer  aqy  questions  relative  to  the  eoopex«ticn  of  the  Systan* 

A  aere  handful  of  people  acne?ired  at  the  Board  of  3ur>arvisor8  cUaaijers  on 
January  9,   1?62  for  tha  public  haarint;.  Ea^loyaa  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  Syatera  and  tha  proijreaa  made  In  t4ie  past  year,  Tha 
Board  was  asked  to  hold  down  costs  if  possible  aiid  not  increase  coiitrlbutiDn  rates* 
The  paaaaije  of  Proposition  '"^•'  i'  the  'lovembor  1961  eleotioeti  imiic  ted  that  tha  rataa 
would  probably  be  reduced  due  to  the  City  taking*  over  more  of  the  costs*  However,  this 
was  not  a  certainty  *s  the  rates  for  the  anaoing  fiscal  year  had  uot  been  discussed 
or  set. 

A'JDJJ 

As  previously  pointed  out,  the  audit  of  the  Si^atem  was  perfortied  by  the 
Controller's  general  audit  staff*   The  report  was  coiaplate  and  was  rendered  to  tba 
Board  and  to  the  Executive  Uirector  in  record  titse*  In  tlie  past  the  aud:.t  was  delayed 
son©  six  aonths  and  it  has  bf*«n  the  Board's  policy  to  request  that  the  Controller 
perform  tt»  audit  for  each  fiscal  year.   The  Controller's  staff,  actively  eni^agad 
in  ttwi  "SD?"  program,  will  perform  the  audit  for  l?6l-l?62.  If  sufficient  personnel 
are  available,  such  fact  to  be  determined  by  the  Controller. 

ACTUARUL  STUDI 

An  actuarial  study  is  inada  each  fiscal  yttar  by  Johi^on  and  Higgina  of  California 
and  is  reviewed  b/  the  Health  Service  3oard  prior  to  its  adoption  and  the  3oard'  s 
reeom.<)andatic»ia  for  paynent  of  such  contractual  work.   The  actuarial  report  for  tba 
year  1761-1962  haa  been  sent  to  year  iionor  for  review. 
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SUCXSS3TI0H8 

That  th«r«  be  a  cIomt  co<^>«ratlon  b«t«M«n  th*  H«alth  5ervlc«  System  end  other  city 
depertfliMite  as  requested  in  prior  reporte.  This  is  particularly  noted  so  that  closer 
cooperation  will  be  farthe««ia«  aaiong  Unekeepers  in  various  departnents.  notices  should 
be  givan  «*e  Systea  i^ea  mipltT—^  BP  <«  iBvn   »iithout  pay,  sick  leave,  resign  or  are 
•oapendsd.  It  nakes  it  difficult  to  obtain  money  from  mafiawB  ehea  they  are  away  from  the 
Job  and  oarticttlarly  eo^^loyees  of  the  San  Francisco  Unified  School  District  wlw  go  on 
maternity  leave  and  never  return  to  work.  It  Is  months  after  they  leave  on  maternity 
leave,  child  care  leave,  etc.,  that  the  System  is  notified  by  the  Minutes  of  the  Board  of 
Bdueation.  This  money  is  lost  to  the  Health  SenriLce  System  unlsss  we  can  obtain  the  money 
from  them  prior  to  withdrawal  of  their  retirement  allomunees.  Suggest  a  representaUve 
from  the  Mayor's  Office,  the  Chief  Administrative  Officer's  represwitaUve  and  ooe  or  more 
from  the  San  Francisco  Unified  School  District  sit  down  with  the  memibershlp  divisloa  ef 
the  Headth  Service  System  and  work  out  formal  details  as  to  handling  probleois. 

STATISTICS 

The  Health  Service  System  has  * lived  within  its  original  budget*  with  tbm  following 
exception I 

Revenues  estimated  for  the  fiscal  year  were  exoeedmd  by  aoms  $500,000  due  to 
the  increase  in  members  not  anUdpated  when  the  budget  was  prej^kred  some  eight  months 
earlier  and  due  to  tlw  fact  the  contribution  rates  were  estimated  on  too  low  a  basis. 
This  nont^  was  i^}propriated  to  pay  the  claims  for  the  increased  asabers,  their  dependent* 
and  for  the  additional  claims  paid  out  in  this  fiseal  year. 

COHCUJSIOM 

Pa^mttits  for  the  year  1961-1962  for  msdioal  claims  were  a^rcacLmately  $U>000,000. 
Plan  I  (our  own  plan)  payments  were  $1,900,000  for  basic  benefits  and  $600,000  for  major 
medical  preniuas.  Hju  II  (Kaiser  Foundation  Health  nan)  received  $1,520,000  and  the 
other  two  plans  (Plan  III  Ray  E.  Karris  and  Staff  and  Plan  IV  Mj  t%dloal  t*oup)  received 
$65,000  and  §72,000  respectivaly.  The  System  takes  in  ever  |150,000  per  year  in  direct 
peymsnts  ovttr  the  eouater.  This  is  mainly  for  resigned  muttmn  and  their  families  and 
for  retired  members  who  are  tnable  to  pay  throu^  payroll  dedoetion.  Our  8ubro.»^aticm 
refunds  are  in  excess  of  Sl5»000  per  year,  representii^  monies  recovered  by  the  Health 
Service  System  wtwre  other  medical  coverage  exists*  This  is  ooly  f<»r  Flan  I  basic  plan 
as  the  ^kOar  Msdical  insurance  cannot  legally  be  subrogated. 

The  adoption  of  the  Jacobs  survey  I9-  the  Civil  Service  CMmission  has  added  con- 
siderable work  to  our  records  in  that  all  li5,000  IBM  cards  must  be  changed  to  record  new 
classifications.  This  is  further  harspered  by  the  fact  that  it  is  partly  a  manual  opera- 
ti(m  sj^  partly  an  IBH  operati«i.  Kot  all  positions  have  b«en  reclasaified  and  with  oam 
deck  of  cards  to  change  (145,000)  Multiplied  by  three  decks,  considerable  overtime  monies 
have  been  used  since  July  1,  1962. 

All  alternate  plan  payments  have  been  made  for  the  fiscal  year  1961-1962, 
However,  we  are  sUll  paying  Plan  I  basio  benefit  bills  as  medical  bills  incurred  hy 
Msbers  and  their  dependents  in  Jtwm  1962  are  not  sent  in  until  July  or  August. 

Finally,  the  four  plans  available  in  the  liealth  Sarvioe  System  now  provide  active 
and  retired  employees  of  the  City  and  County  of  San  Francisco  and  of  the  San  Francisco 
Unified  School  District  with  a  wide  choice  of  benefits  for  themselves  and  their  families, 
with  prsmiums  within  the  financial  awans  of  members  of  the  System. 

RmspeetfttUy  submitted, 

UL&  J.  0*CGKB£U. 
6-13-62  EXECUTIVE  DIRi^CTGR 


l^AL  H£i'Cirr  OF  THS  TT^^TR  SERVIf.K  -^STOt     1962-1963 

in.-  H.alth  S«rTlc«  Sy0t«  «•  •rtabllA**  la  Marth  1957  by  charter  Aroend- 
i^t  ^  JS  i.^  JunoJIr^lon  •!«»•  0«*«^  ^93*.     Th.  jo«.tltuticnallty 

la  th*  Srstm  with  lBprov«i««t«  la  b«B«flt«  for  mmmtn  •■«  »^r  «•><•«  ^      « 
^^2w  S«W  1«  contribution  rat.a  to  «o.t  the  lncr.«l««  co.t.  of 
BMidleal  8«rTlee6. 

Tb.  orlglnl  pl«  proTlded  for  p«y«eflt  by  th.  a.al^  Sjn^c.  Syjt«f«r 
<♦.  n.-«hiirrforiJTi««rby  doctor.,  laboratori...  ««l  hospital..       Co»«nciBg 
ii'l^S  S^  ILlSai'J:  Star-at.  Jlaa.  of  -dlc^  »-. J-  ttJI^rM^tLj! 
tk.  iwMrt  tto.  th.  ll«ath  S«-vie.  ajBtm  proirtdw;     .Ian  I,  it.  owu  Kjdlctt 
SlaltidTlaai     ?ian  II,  th.  KaU«  l.«lth  fouadation  PImij     Plan  HI,  th. 
Syi!l.«S!  H.Dr«d^taff  .laa,     aad  Han  IV.  th.  B.y  Madical  Group  il«n. 

nw.**-..  ft-r>ii«i«»nt  i^oDoaitioii  •  K  •  waa  approTad  on  KovMbw  5t  1957  ^ 

iiLllrli  UI  Wth  fc«^ia.  Sy^  -hlch  -«r.  th.  out^owth  of  therfforts 
orSTc-iltt.*  to  laproy.  th.  H«ath  Sm^c.  Systw  and  th.  1956  ^"^J* 

ifil'-^liiJSII^  aT^iu  a.  a^  ilan  of  a^lioal  aad  hoapital  benafita. 
Sil;.  bSSS^^dS  Si  S*S  prctaotlou  ai^nat  axlg.nci«.  which  can  b.- 
fall  n9«m.  at  ai^  tl«.  da.  to  UlMss  aaVor  injury- 

Th.  H«ath  ««^i..  Board  that  took  offio.  und«r  th.  ^^•Tif^^f  Sf^f^.J"''^' 
-iaaalL.diat.ly  dlr«»t.d  Ita  attantioa  to  policy  mattwr.  dwUng  with  th. 
2!;^:Slofif ^Tayaf  and  with  th.  b^zaflta  of  tlx.  varlou.  Plan,  and 
tlM&y  rata  .ftvucturf  * 

A«dn  in  «oT«»b«.  1961  Propoaitlon  T*  wa.  -"^t^^f^*;  *»;•  ^i*  !^^ 
was  p^  by  a  aubatantial  vo*«-  IW.  pwpoaitioa  i  rorided  f°'^^«  ^"^  ««* 
SSnS^Sai  Frandaco  to  abaort  th.  admlniatratlv.  «J-^*  *»^.^^«  "J^**'  I^ 
^•r^Sa  ftralMi  **lch  mm  famarly  paU  by  •igploy.M  and  th.ir  d.pcndenta.     m 

a!«.!!^  fcrThTGifc*      -njia  faatur.  ie  uaiqu.  in  hwlth  eoTwrag.,  whrt*.!^  th. 
ooato  ar.  actuarially  ooaputad  at  thra.  or  four  tl«.a  aa  much. 

: H  SgaVICa  BOAHP 

Th.  pr.««t  Health  Sw^c.  board  la  awq^aod  of  th.  following: 

Mr.  i*««i«  J.  ColUna,  «ii>loy.«  P^b^r.  i).i»rtaei.t  of  !"^^^«  ,°^» 
B«^-wlaa  aa  Prosidwit;     Mr.  Donald  J.  >.cCook.  Inouranc.  Cfficial, 
^TT^  M^InTof  th.  Group  Divlaioa  of  the  Aatna  Lif.  Insuranc. 
JlS^HrTDS-ad  J.  Garibaldi,  0.i«ty  City  Attorney,  reires.ntln, 
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Mr*  ThcwBjr  N.  c'Coa»or,  oraham  B«rsat«ia«  M«D*, 

prMtielRS  phyvlclan  and  £iurgeon(  a^icXtittd  "bj  yovcr  Honor,  •• 
wui  hr»  !i«Cook{     Kr«  rareld  S,  Dobba,  2hair««n  of  th*  Flsanc* 
OeMdLttM  of  tbo  Boiord  of  StipcrrlMrtt  Kr*  Goorso  '^»  Coniffo,  * 
foraar  B«int>«r  of  past  Hoalth  ^arrleo  Baarte,  an  ovpXoya*  Bavbar 
of  th«  napartaaat  of  PubUe  Kaalth;    Kr.  Thoawa  V.  MeG^rath« 
imioii  exaeutlTt  and  bualnaaa  ae*nt,  repre«aiitlj|g  tha  Caman's 
tJnion  Local  1380  A7L,  an  «Rple9r««  of  tHa  fuaicipal  BalliMgr* 


IfflBffllftfTlBMPlBII 

fka  laaltk  SarviM  BaarA  aantlwiiaa  to  anrvagr  tha  aaaia  far  tkm  t^rmUm  aad 

■0  tivoacli  a  amntqr  vrnqfumttA  af  tha  Qafltvallav*    Dm  fUaaalal  ra* 
hava  boat!  aaditad  aa^  flMal  yaav,  %\m  iMt  aaiit  baftag  yar^^M^Md  bgr 

tta  ea«lroU«r's  Oaoaral  Auil«  ataf  f  tiAilah  aaa  aoa^aatad  aad  rtttiarad  to  tha 
Raal^  S^rn—  BaaHl  aad  tba  Exaaativa  Llraator  ia  raaord  tiaa.     Havlaad  tahlaa 
af  or^Balaatloa  bara  baaa  j^raparad  abowiag  tha  peaitiaaa  authorlaod  aad  aaw 
poaltlaaa  raquirad,  aaialy  daa  to  tha  iftcaraaaad  toluKo  of  Radical  alaljM  aad 
tha  atrlct  coat  aaeowitlng  raculrod  by  Propos  t.loa  "F**  oaaaad  in  tha  Kevoabar 
?•  1961  alaotloa. 


tta  flgraitaa  ia  eoatiaaafaaljr  aaklnt  yinjraaa  aadar  tha  aaw  rfimm  aad  haa 
p^rlag  aadlMl  billa  waakly  aiaea  Ootabar  19ttl«    Aa  Nadioal  Adviaor* 
or*  Jaaaa  T*  Pltasarald,  haa  baan  diUgaxitly  ravianiiif  alala*  aad  tha  Haard 
ia  wall  plaaaad  alth  fir.  ntaiorald*a  appaisteM*.    Claiaa  oMitiaM  haaty  aat 
oaly  aa  to  aaoaata,  but  aa  to  tha  Toluaa  handlad*     With  aoaa  thaaaaad  or  aora 
Marraata  baiac  aaat  aat  twnbly,  tha  fUlac  altuatlaa  ia  bteMilag  aaajbaraoaa* 
yaaaaaer  ia  raapaavibla  far  jaaaaaatwn  alaiaa  aaalpiad  by  tha  claiw 

aad  tha  fUiac  ia  baias  aiaia»Hali><  by  ta^parary  Ml».     It  U  aa»» 
that  a  fuU  tiaa  fUa  olark  la    daairribla  ta  do  tbia  aaair  and  oaly 
than  caa  aoaao&a  ba  preparly  trala«cl  for  thia  phaae  of  the  medieal  cladjna  work. 

HI^iBCBSKIP   A?Q  TAain.iiIlriQ    UlVISKJI 

Thora  baa  baaa  a  iwnilata  raarpadaatiaa  af  tha  aaibartfiiF  aaaliaii  daa  to 
iibatma  in  fiiaaaiial  aaaaaaitatad  by  tha  prMMtloa  af  aaaa  aad  athwa  Xaaviat 
dly  awiaa.    fha  aaiAarahip  diviaim  baa  baan  iaaaat»ad  with  tha  aaaUtaaaa 
aC  bba  Oaatvallar,  da*  to  tha  Uaatroaia  fiata  Praaaoaiae  pragraa  aaw  baiag  in- 
ataUad*    Certain  phaaaa  af  tha  aork  era  bainc  straMllaad  far  tha  forthoaaiag 
prai 


tha  iaaaaUva  Diraabor  aad  Mad  iaaaaatant  bava  tahaa  tha  fbar^^nath  in- 
daa>r«aaHaii  laragna  ia  "SV*  aad  aft  praaaaft  tha  Principal  tabalatiag  Maebiaa 
Opaaator  ia  aaatgaad  to  tbia  praipraa  oa  a  fail  tiaa  baala.    Hla  ooaition  haa 
baaa  fillad  oa  a  taaparary  baala  pandiag  bia  rabara. 

flka  Baalth  Sarviaa  Baard  haa  aaaylataly  laaiitiaa  bha  Balaa  attd  tacwlatlaaa 
of  tha  laalbb  Eatviaa  Byatca,  oopy  of  which  i£  baias  <*ada  an  offleial  part  of 
thla  rapart*     nign  npa  or  tha  epportoaity  to  ohaac*  froa  mm  plan  of  tha  Syatca 
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tea  hm»  •■*•  Mr«  lOTini*    T«»  ■! ji  Hfg  ar«  rilawrt  9ik  it— il 
%lM  ii«w  iPVlM,  «M  in  Miur  Md  «k»  ia  ■■»Brtir«  r«»lMiag  tte  {wlMr      4. 
_  ia  if»iWr  MOy*    AM  «K«9tiMs  kw*  Wm  iimilit«ljr  «)Miic»d  i« 
tiM  »•«  ftOjM  aad  tepil«kioas«  ■■kliNI  WMS  «>»•  y«lt»ti>  tkan  la  tlM  fast* 
A  agniIgN  f U«  vf  iMNHWM*  «w«l<mi  ia  baiai  walntniwaJ  la  ika  of fiaa  of 
tko  fiv«%«i«  ntfrlnc  1%  oaaiar  far  Ua  latfA  ta  yaaa  ••  aaaayUoa  tkaa  ia  tha 
laals    tta  JBaMotiva  Oiraatear  haa  baaa  slvaa  atra  aatkari^  to  aat  ibr    tte 
Igirt  oa  adainiatratlva  aatUra  and  tha  Haalth  S«rTiaa  Board  la  ooaecmad 
BOW  wLUi  onljr  aattara  cf  polley* 


fha  Xabttlatiag  aad  IBM  Dlvialaa  Ihm  ba«i  raartMiaad  4aa  to  tlM  aatraaaa 

«f  too  SyatMi  lata  tba  '*£Ei^  jrogr—  aad  all  reeorda  ara  baiag  w1ntalBa<l  la 
too  offlaaa  of  tha  sjt%m  whara  feraarly  Xhaf  vara  dlTldad  batwaoa  tha 
j^atae  aad  tha  CaatrollorU  PayroU  Saeti«tt«    ttla  haa  raaoltod  ia  tha  ali»* 
iaatioa  of  oaa  daak  of  oarda  <KMM  20,000  TBR  a«Ha)  vhleh  haa  apaadad  ap  tha 
work  of  tha  9]rat«i  and  vUl  eoatlaaa  tdstU  tha  altlaata  paak  whoa  "EDP*  takaa 
arer  tha  IW  phaao  of  tha  work, 

Thara  exlato  a  Tery  elaaa  aantrol  la  tha  alalaa  diriaiea  ttblidh  haa 
prcrfm  haoafleial  ia  tha  praeoaalng  aad  po9»ni*  at  aodiaal  aXaSaa.    A  rmj  da- 
flaita  layi  oTWoat  haa  haaa  aada  la  tha  paat  yaar  la  tha  aralsatlM  of  nadiaal 
alalaa«     Tha  aloaa  aaoparatiaa  with  tha  Baa  nraaalaao  l^adie&l  soelaty,  tba 
Bftiti^o  Llfa  Aaauraaea  sociaty,  oar  Hajor  Madieal  earriar,  haa  aada  tka 
9yat«i*a  jah  aaaiar  aad  the  qaallty  of  aadleal  biUiag  haa  daflaitely  IjQiroTad. 

Itejar  Kadlaal  jMqraaata  hara  aeetlaa«d  to  ba  aiAatantlol  aad  aora  aaiftora 
anA  thalr  dapandaata  haro  writtaa  to  tha  Board  and  tha  ^r«t«i  axprasilBg  thalr 
thaaka  far  tha  proapt  ptfpHnt  of  actoh  elaiaa  aad  for  tha  laai4*a  foraaichtoi 

in  ohtaiaiac  eataatrophie  eoraraca  for  atobora  and  dapaadanto. 


In  aaeordaaaa  with  OMrtar  jpvaatotoaa,  a  pMhlia  hoarlaj  waa  hald  ia  Juaiary 
1969*    M«Bbani,  orgaaiaBtiaaa  aad  latoraatod  paapla  e«a  proatat  thalr  riawa, 
■oiiato  ar  aoapXaiato  at  thia  tahlla  tuarlagi    IHpr«Ma>rtl^in  fvaa  tha  «Aft«r- 
aato  plaae  vara  ptraaaat,  tha  ayat«B*a  aatuary  praaontad  hla  atatlatiaa  aad  tha 
Praaidnt  of  tha  Haalth  Sorrlaa  Board  rarlawad  tha  yoar'a  aetirLty.    Tha 
ucaautiaa  iAfior  aad  Nadiaal  Adtlaotr  wara  la  attandanaa  to  tawwr  «v  «*«•• 
tiaaa  ralativa  to  tha  — fwrattoa  af  tha  r>yat«i« 


haadful  af  paapla  appaarad  at  tha  Baard  af  Si^parviaKW 
t,  1963  ^or  tha  fahUa  haariaf*    ttvlaaraa  iirf  ■!  gitlaaa  thaakad  tha 
BMTd  fiMT  tha  af fiaiant  apaiatlaa  of  tha  Sjmtm  aad  tho  prograae  aada  la  tha 
paat  7aar«     Iha  Baard  waa  aaiMd  lo  hald  dowa  •<tmtm  If  paoaitala  aad  aet  intrnoat 
aaatribuilon  rataa.    Iha  paaaac*  af  t^paaitlaa  ""r  la  tha  i<aTaah«r  I96X  al*** 
%i«a  Indiaated  that  ih«  ratea  would  jarohahlj  ba  raduaad  &i«  to  tha  City  tahlag 
orar  aora  of  th*  aoata* 
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hm  pr«irl«u«lj  |>»iat«d  cwt,  tJiv  «ndl«  of  the  ^«t«m  woa  pwfonMd  Iqr  tht 
Coatf«U.«r*«  g*n«r«l  widit  staff.      th«  report  mus  4mipX«t«  ami  tmm  r«ad«r«4 
to  tho  BMord  aad  to  tho  ^JxooutlTo  Oirooter  la  rooord  ti»»»       Is  tho  past  the 
audit  w««  dalayad  aotM  six  nontha  and  it  kaa  ba«n  tha  BcMurd*a  policy  to    ra- 
tstM^  t\mt  th»  CaatrvUar  p«rf«r»  tha  aitdlt  for  taaii  flaaal  yoar*      Iha 
OantraUar'a  ataff,  artivaly  wnaged  la  tka  "SDi*^  wg^m  wiU  perfbn  the 
aM«Lt  for  196>»196yt  i'  aoffialaat  paraaaaal  la  a:vaUaU.a,  auah  fact  to  Wa 
datandjttd  bgr  tlM  OoBtraUar. 

ACWA8IAI.  smm 

An  aetuarlal  study  i«  siada  aaeb  flaeal  year  lor  Johnson  aad  ffiggLtm  of 
California  and  is  rsYiawad  \fy   tha  ffaalth  Sarrloe  Board  prior  to  its  adoptios 
and  tha  Board*  a  raeoaaatdationa  for  pojaent  of  aucli  eontraatvial  work.  The 
aataarial  report  for  the  year  1962-I965  has  ttnm.  sent  to  your  Honor  for  re- 
view* 

That  there  be  a  eloaw  oooparation  batvwux  tha  Health  Sarriee  System  aad 
other  City  dapartaeata  as  raqueated  in  prior  reports*   Ohia  la  particularly 
noted  so  that  alosar  oooparatios  will  be  forthaoalttg  sMae  tiaakaepara  in 
varioaa  dapartaants*   Ifotloas  ahould  be  givtn  the  z^ystaii  whn  enployaes  00 
as  leave  without  pay,  sick  laara,  reaign  or  arc  auapeaded*  It  nakes  it  dlffi- 
•ttlt  to  obtain  aoney  f^>oa  notbera  whan  they  ara  avay  fron  tha  Job  and  partl- 
eularly  a«pl<tyaaa  of  the  r>an  franciaao  Unified  Sehaol  Diatriat  1A0  so  on 
■atamity  leave  and  never  return  to  work*  It  ia  wmttas  after  they  leave  on 
■atamity  leave,  ahild  eare  leave,  etc..  that  tha  System  la  natified  by  tha 
NUMtea  af  tha  Board  af  MaeatisA*  fhia  aoney  is  loat  to  tha  Haalth  Servlae 
4ystea  aalaas  «•  aui  obtain  tha  aaaay  flroa  thaa  parlor  to  witlMlraiNa  af  their 
ratix'aaant  allevaaaas*  Suggaat  a  m^reaantatlve  froa  tlia  1i(ayar*a  cffiaa,  tha 
Chiaf  Adaialstrativa  Cffl«er*a  rapreaantative  and  one  or  aere  ftoa  the  San 
nraaeiaao  OBiflaA  Sahool  Oiatriat  ait  down  with  the  aaaberahip  diviaion  af  tha 
laalth  aarvlaa  systas  and  work  aut  foraal  dataila  aa  to  handling  probleaa* 

8TATISTIC3 

Iba  laalth  Sarviae  Syatea  has  •Oi.vad  within  ita  original  budget"  with  tha 
fallowing  tfneptiaai 

Ravanaea  eatiaated  for  the  fiaaal  year  w«*e  exoeeded  by  aosa  1^00,000  daa 
to  an  iaeraaaa  ia  aeabara  net  aatiaipatad  whM  the  bvdget  was  prepared  aoaa 
eight  aeatha  prior  and  alas  due  to  tha  fast  that  tha  amtribtttimi  rates  were 
eatiaated  at  taa-law  a  basis*  The  iaaraase  and  influx  in  liaited  teanra  per- 
seaaA  idis  beaoae  eligible  for  benefits  uadar  the  oyatea  haa  greatly  iaaraasai 
the  aaaberahip  rolls*  Tha  additional  raaliaad  revraaa  waa  aade  available  by 
the  Coatroller  for  the  pajraeat  of  aadical  elaiaa  and  all  elaioa  incurred  ia  tha 
naaal  year  will  be  paid  oat  of  aaaeys  available  during  and  at  tha  alese  of  the 
fiaaal  year* 


M»  y^  Jbrnntn-^^  ,y.iv 


t  .-_^t  to  ;};Mt«  flit  .♦16  t^.'tBlw  rtt 


4 


"liJ.       XvJi 


■.f»i| 


•it;; 


•  •^ 


CONCLUSIfiW 


Pignmittfl  tor  th«  jwr  19€2«>1963  for  swdlMa  cladas  «pproxiJMt««  $S9^*000« 
Has  I  (our  own  plaa)  payneats  vttr*  11,800*000  f«r  baslo  bwMfits  a»d  f8oo,000 
for  Major  aadloal  pranluaa*     Plan  II «  Kaiaar  Foundation  health  ilan,  receivad 
fl,571«000  and  tha  othar  tvo  plan*  (Plaa  III»  ^  iu»  Harria,  K*D«  and  Staff) 
and  Plaa  IV,  Biv  MtoAlaal  Qt&of,  raealTad  1^8,000  and  $68,000  racpaetlTalr*    Tha 
ey»taa  raaaivwi  aora  thaa  tlM^,000  par  year  la  diraet  pa7«enta  ovar-iha-aeaalar* 
fkia  is  aaialjr  far  raalcnad  aambara  and  their  famillaa  and  for  ratlrad  aaakara 
«lw  ara  aaabla  to  pagr  tlura«|^  pagrroll  doduetloas.    Safaragatioa  rafaada  annroxi- 
MKta  tl8,0Q0  par  jraar,  rafraaawtlwg  Mnaya  reoovarad  hf  tha  ^ataa  wliara  atlMT 
iMdioal  aevaraga  aidata.    Ildji  la  oaly  for  Plan  I,  baaie  plaa,  ab  the  J'^ajor 
Madical  ifisuranca  eanaot  lasallj  bo  aabrofatad* 

All  of  the  alterxiata  plana  <^lan  II  *  Aaiaer  •  Plaa  IXX  Harria  riaa  -> 
Plaa  17  Bay  Hadioal  Ciroap  and  iuqaltabla  Ufa  Aaawraaaa  Saolaty,  Itajoor  MadLoal 
•arrloor,  liave  baaa  paid  for  tha  flaeal  year  1962*1969*    '<*a  ara,  howaver,  atlU 
paying  Flan  X  baaic  bauafit  claiaa  aa  aaay  are  iaeorrad  la  \%tsf  or  Jnaa  and  will 
not  ba  billed  until  JuOy  or  latar* 

Finally,  the  four  plana  availabla  in  tha  ttaalth  aarriea  ^^taa  now  proviito 
astlTa  and  ratirad  eaployeaa  of  the  City  aad  Oonaty  of  San  Kranaiaao  and  of  tha 

dan  5^anciaoo  Unified  :5ohool  Diatriot  with  a  wide  eiioioa  of  baaafita  for  th«a» 
aal^a*  and  their  fandllaa  with  preniiaia  within  the  financial  aaana  of  aaa^ara 
of  tha  Siyataa* 


ItoapaatrBlly  aubnitted. 


ITLK  J.  o'oontgx 
SHUUflVE  tmasBTOti 


Auguat  1,  1963 
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I  ANNUAL  REPORT  OF  THE  HEALTH  SF  ^VICE  SYSTEM  1963-196U 

The  Health  Service  System  was  established  in  March  1?37  by  Charter  Anxend- 
msnt,  and  has  been  in  full  operation  since  October  1938.  The  constitutionality 
and  legality  of  coa5)\ilsory  membership  has  been  established  In  the  courts. 
Throughout  the  years  there  has  been  a  consistent  pattern  of  procressire  change 
in  the  System  with  inprovements  in  benefits  for  members  and  their  dependents, 
and  necessary  changes  in  contribution  rates  to  meet  the  Increasing  costs  of 
medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for 
its  members  for  services  by  doctorS|  laboratories,  and  hospitals.  Commencing 
in  19li7  three  additional  Alternate  Plans  of  medical  care  were  added  so  that  at 
the  present  time  the  Health  Service  System  provides:  Plan  I,  its  own  Medical- 
Hoapital  .  ianj  Plan  II,  the  Kaiser  Health  FoTindation  Plan;  Plan  III,  the 
Ray  S.  Harris,  M.D.  and  Staff  Plan;  and  Plan  IV,  the  Bay  Medical  Group  Plan, 

Charter  Amendment  Proposition  ^T}   was  approved  on  November  ^,  1937  by 
the  electorate  and  ratified  on  February  5,  1958.  This  places  in  operation 
changes  in  the  Health  Service  System  which  were  the  outgrowth  of  the  efforts 
of  the  Committee  to  Improve  the  Health  Service  System  and  the  19^6  Gomraittee 
to  Investigate  the  Health  Service  System  appointed  by  His  Honor,  the  Mayor, 
and  the  continued  efforts  of  City  en?)loyees  and  En^iloyee  Organizations  dedicated 
to  providing  the  active  and  retired  ei:q:>loyees  of  San  Francisco  and  their  depen- 
dents with  a  comprehensive  as  well  as  sound  Plan  of  medical  and  hospital  benefits. 
These  benefits  provided  them  with  protection  against  exigencies  which  can  befall 
anyone  at  any  time  due  to  illness  and/or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provi- 
sions immediately  directed  its  attention  to  policy  matters  dealing  with  the 
re -organization  of  the  System  and  with  the  benefits  of  the  various  Flans  and 
their  rate  structure. 

Again  in  November  1961  Proposition  'F'  was  submitted  to  the  people  and 
was  passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and 
County  of  San  Francisco  to  absorb  the  adj:nini strati ve  expense  of  the  Health 
Seinrice  System  which  was  formerly  paid  by  employees  and  their  dependents.  In 
addition  thereto,  the  additional  cost  of  coverage  of  retired  members  .was  defl-ayed 
by  the  City,  This  feature  is  unique  in  health  coverage,  whereby  the  retired  mem- 
ber pays  the  same  amount  as  the  active  working  member  although  his  costs  are 
actuarially  computed  at  three  or  four  times  as  much. 

THE  HEALTH  SERVICE  BOARD 

The  present  Health  Sejrslce  Board  is  con^josed  of  the  following i 

Mr.  Francis  J.  Collins,  en^Jloyee  member.  Department  of  Public  Works, 
aarvlng  as  President;  l-lr.  Donald  J.  McCook,  Insurance  Official, 
West  Coast  Manager  of  the  Group  Division  of  the  Aetna  Life  Insurance 
-Con5)any;  Mr.  Donald  J.  Garibaldi,  Deputy  City  Attorney,  representing 
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Mr.  Thomas  M.  O'Connor,  City  Attorney:  Abraham  Bernstein,  M.D., 
practicing  physician  and  svirgeon,  appointed  by  the  Mayor,  as 
was  Mr.  McCookj  Mr.  Joseph  E.  Tinney,  Chairman  of  the  Finance 
Comraittee  of  the  Board  of  St5)erTlsor s ;  Mr.  George  W,  Cuniffe,  a 
former  member  of  past  Health  Service  Boards,  as  en?)loyee  member 
of  the  Department  of  Public  Healthj  *.  Thomas  W.  McGrath, 
Union  executive  and  business  agent,  representing  the  Carmen's 
UnJ.on  Local  I38O  AFL,  an  en?)loyee  of  the  i'-taiicipal  Railway. 

REORGANIZATION 

The  Health  Service  Board  continues  to  survey  the  needs  for  the  System  and 
has  done  so  through  a  sumrey  requested  of  the  Controller.  The  financial  re- 
cords have  been  audited  each  fiscal  year,  the  last  audit  being  performed  by 
the  Controller's  General  Audit  staff  which  was  completed  and  rendered  to  the 
Health  Service  Board  and  the  Executive  Director  in  record  time.  Revised  tables 
of  organization  have  been  prepared  showing  the  positions  authorized  and  new 
positions  required,  mainly  due  to  the  increased  volume  of  medical  claims  and 
the  strict  cost  accounting  required  by  Proposition  "F"  passed  in  the  November 
7,  1961  election. 

The  System  is  continuously  making  progress  under  the  new  regime  and  has 
been  paying  medical  bills  weekly  since  October  i960.  The  Medical  Advisor, 
Dr.  James  T.  Fitzgerald,  has  been  diligently  reviewing  claims  and  the  Board 
is  well  pleased  with  Dr.  Fitzgerald's  appointment.  Claims  continue  heavy  not 
only  as  to  amounts,  but  as  to  the  volume  handled.  With  some  thousand  or  more 
warrants  being  sent  out  weekly,  the  filing  situation  is  becoming  cumbersome. 
Each  processor  is  responsible  for  processing  claims  assigned  by  the  Claims 
Supervisor  and  the  filing  is  being  accomplished  by  temporary  help.  It  is  con- 
ten5)lated  that  a  full  time  file  clerk  is  desirable  to  do  this  work  and  only 
then  can  someone  be  properly  trained  for  this  phase  of  the  medical  claims  work. 


MEMBERSHIP  AND  TABUUTING  DIVISION 


There  has  been  a  complete  reorganization  of  the  membership  section  due  to 
changes  in  personnel  necessitated  by  the  promotion  of  some  and  others  leaving 
City  service.  The  membership  division  has  been  revamped  with  the  assistance 
of  the  Controller,  dvie  to  the  Electronic  Data  Processing  program  now  being  in- 
stalled. Certain  phases  of  the  work  are  being  streamlined  for  the  forthcoming 
"EDP"  program. 

The  Executive  Director  axid  Head  Accountant  have  taken  the  four-month  in- 
doctrination program  in  "EDP"  and  at  present  the  Principal  Tabulating  Machine 
Operator  and  two  (2)  Tabulating  i'iachlne  Operators  are  assigned  to  this  program 
on  a  full  tiiM  basis.  Their  positions  have  been  filled  on  a  teii?)orary  basis. 

The  Health  Service  Board  has  conpletely  rewritten  the  Rules  and  Regulations 
of  the  Health  Service  System,  copy  of  which  is  being  made  an  official  part  of 
this  report.  Sign-ups  or  the  opportunity  to  change  from  one  plan  of  the  System 
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to  another,  has  been  made  mox^  lenient.  One  Bign-up  only  is  allowed  under  the 
new  rules,  during  the  month  of  May.  The  exenptions  have  been  completely 
changed  in  the  new  Rules  and  Regtilations,  making  them  more  realistic  than  in 
the  past.  A  con^lete  file  of  insurance  carriers  is  being  maintained  in  the 
office  of  the  System,  making  it  easier  for  the  Board  to  pass  on  exenqition  than 
in  the  past.  The  Executive  Director  has  been  given  more  authority  to  act  for 
the  Board  on  administrative  (natters  and  the  Health  Service  Board  is  concerned 
now  with  only  matters  of  policy. 

The  Tabulating  and  IBM  Division  has  been  reorganized  due  to  the  entrance 
of  the  System  into  the  "SDP"  program  and  all  records  aure  being  maintained  in 
the  offices  of  the  System  where  formerly  they  were  divided  between  the  System 
and  the  Controller's  Payroll  Section.  This  has  resulted  in  the  elimination 
of  one  deck  of  cards  (some  20,000  IBM  cards)  which  has  speeded  up  the  work 
of  the  System  and  will  continue  imtil  the  ultimate  peak  when  "EDP"  takes  over 
the  IBM  phase  of  the  work. 


CIAIMS  DIVISION 

There  exists  a  very  close  control  in  the  claims  division  which  has 
proven  beneficial  in  the  processing  and  payment  of  medical  claims,  A  very  de- 
finite ioprovenent  has  been  made  in  the  past  year  in  the  evaluation  of  medical 
claims.  The  close  cooperation  with  the  San  Francisco  Medical  Society,  the 
Equitable  Lifo  Assurance  Society,  our  Major  Medical  carrier,  has  made  the 
System's  job  easier  and  the  quality  of  medical  billing  has  definitely  itiproved. 

Major  Medical  payments  have  continued  to  be  substantial  and  more  members 
and  their  dependents  have  written  to  the  Board  and  the  System  e^ressing  their 
thanks  for  the  pron5)t  payment  of  such  claims  and  for  the  Board's  foresighted- 
ness  in  obtaining  catastrophic  coverage  for  msnbers  and  dependents. 


PUBLIC  IffiAHING 


aarjCi-LJjL^ 


In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
I96U.  Members,  organizations  and  interested  people  can  present  their  views, 
comments  or  coiiqplaints  at  this  public  hearing.  Representatives  from  the  alter- 
nate plans  were  present,  the  System's  actuary  presented  his  statistics  and  the 
President  of  the  Health  Service  Board  reviewed  the  year's  activity.   The 
Executive  Director  and  Ifedical  Advisor  were  in  attendance  to  answer  any  ques- 
tions jrelative  to  the  cooperation  of  the  System. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  chambers  in 
January,  196U,  for  the  public  hearing.  Employee  organizations  thanked  the 
Board  for  the  efficient  operation  of  the  System  and  the  progress  made  in  the 
past  year.  The  3*ard  was  asked  to  hold  down  costs  if  poGsible  and  not  increase 
contribution  rates.  The  passage  of  Proposition  "F"  in  the  November  I96I  elec- 
tion indicated  that  the  rates  would  probably  be  reduced  due  to  the  City  taking 
over  more  of  the  costs. 
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As  nreriously  pointed  out,  the  audit  of  the  System  was  performed  by  the 
Controller's  general  audit  staff.  The  report  was  complete  and  was  rendered 
to  the  Board  and  to  the  Executive  Direotor  in  record  time.  In  the  past  the 
audit  was  delayed  some  six  months  and  it  has  been  the  Board's  policy  to  re- 
quest that  the  Controller  perform  the  audit  for  each  fiscal  year. 


'^  ACTUARIAL  STUDY 

An  actuarial  study  is  made  each  fiscal  year  by  Campbell  &:  Jamison,  Inc.,  and 
is  reviewed  by  the  Health  Service  Board  prior  to  its  adoption  and  the  Board's 
recommendations  for  payment  of  such  contractual  work.  The  actuarial  report  for 
the  year  I963-I96U  has  been  sent  to  your  Honor  for  iTeriew. 


SUGGESTIONS 

That  there  be  a  closer  cooperation  between  the  Health  Service  System  and 
other  City  departments  as  requested  in  prior  reports.  This  is  particularly 
noted  so  that  closer  cooperation  will  be  forthcoming  among  timekeepers  in 
various  departments.  Notices  should  be  given  the  System  when  en;}loyees  go 
on  leave  without  pay,  sick  leave,  resign  or  are  suspended.  It  makes  it  diffi- 
cult to  obtain  money  from  members  when  they  are  away  from  the  job  and  parti- 
cularly en^loyees  of  the  San  Francisco  Unified  School  District  who  go  on 
maternity  leave  and  never  return  to  work.  It  is  months  after  they  leave  on 
maternity  leave,  child  care  leave,  etc.,  that  the  System  is  notified  by  the 
Minutes  of  the  Board  of  Education.  This  money  is  lost  to  the  Health  Service 
System  unless  we  can  obtain  the  money  from  them  prior  to  withdrawal  of  their 
retirenent  allowances.  Suggest  a  representative  from  the  I-layor's  Office,  tho 
Chief  Administrative  officer's  representative  and  one  or  more  from  the  San 
Francisco  Unified  School  District  sit  down  with  the  membership  division  of  the 
Health  Service  System  and  work  out  formal  details  as  to  handling  problems. 


STATISTICS 

The  Health  Service  System  has  "lived  within  its  original  budget"  with  the 
following  exception: 

Revenues  estimated  for  the  fiscal  year  were  exceeded  by  some  $100,000  due 
to  an  increase  in  members  not  anticipated  when  the  budget  was  prepared  some 
eight  months  prior  and  also  due  to  the  fact  that  the  contribution  rates  were 
estimated  at  too-low  a  basis.  The  increase  and  influx  in  limited  tenure  per- 
sonnel who  become  eligible  for  benefits  under  the  System  has  greatly  increased 
the  membership  rolls.  The  additional  realized  revenue  was  made  available  by 
the  Controller  for  the  payment  of  medical  claims  and  all  claims  incurred  in  the 
fiscal  year  will  be  paid  out  of  moneys  available  during  and  at  the  close  of  the 
fiscal  year. 
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Payments  for  the  jrear  I963-I96U  for  medical  claims  approximated  SU>900,000, 
Plan  I  (otir  own  plan)  payments  were  $1,900,000  for  basic  benefits  and  $780,000 
for  major  medical  premiums.  Plan  II,  Kaiser  Foundation  Health  Plan,  received 
11,850,000  and  the  other  two  plans  (Plan  III,  Ray  E.  Harris,  M.D.  and  Staff) 
and  Plan  IV,  Ray  Medical  Group,  receired  1^73,000  and  $6  ,000  respectively.  The 
System  receives  more  than  $200,000  per  year  in  direct  payments  over-the-counter. 
This  is  mainly  for  resigned  members  and  their  faniilies  and  for  retired  trerabers 
who  are  iinable  to  pay  through  pajToll  deductions.  Subrogation  refunds  approxi- 
mate ^5,000  per  year,  representing  r.ioneys  I'ecovered  by  the  System  where  other 
nedlcal  coverage  exists.  This  is  only  for  Plan  I,  basic  plan,  as  the  :1ajor 
Medical  insurance  cannot  legally  be  subrogated. 

All  of  the  alternate  plans  (Plan  II  -  Kaiser  -  Plan  III  Harris  Plan  - 
Plan  IV  Bay  Medical  Group  and  Equitable  Life  Assuraxice  Society,  Major  Medical 
carrier,  have  been  paid  for  the  fiscal  year  I963-I96U.  ¥e  are,  however,  still 
paying  Plan  I  basic  benefit  claims  as  mar^  are  incuired  in  May  or  June  and  will 
not  be  billed  until  July  or  later. 

Plan  III  (Harris  &  Staff)  was  discontinued  on  June  30,  I96U  due  to  the 
sudden  death  of  Dr.  Ray  E.  Harris. 

***^  finally,  the  three  remaining  plans  available  in  the  Health  Service  System 
now  provide  active  and  retired  employees  of  the  City  and  County  of  San  Francisco 
and  of  the  San  Francisco  Unified  School  District  vrlth  a  wide  choice  of  benefits 
for  themselves  and  their  families  with  premiums  within  the  financial  means  of 
nanbars  members  of  tba  System. 

«I  Prapoaltloa  >f*  mm  mdMdttad  to  tlM  ; 
*  riyto.  Thia  prapaaltlaa  F'  -^  '—   -* 


IJetir^'-^'-  Respectfully  submitted. 


ooat*  are  »*>»kj 


t\m  TA«i»«t  aaalUi  tmt*  ^TLE  J.  O'CONNELL, 

Mr.  TtM»\  EXECUTIVE  DIRECTOR 


August  U,  19ol(« 
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ANNUAL  REPOST  OF  THE  HEALTH  SERVICE  SXBTEM  1S€^196$ 


Th«  Heal1di8«nrioe  Sjstma  was  estAbllahtd  in  March  1937  bgr  Charter  Amend- 
nent,  and  has  be«n  in  full  operation  since  October  i938»  The  constitutionality 
and  legality  of  oonpulaory  jaeiabership  h&a  been  established  in  the  courts. 
Throughout  tb©  years  there  has  been  a  consistent  pattern  of  pxrogressive  change 
in  the  SyBtem  vd.th  itsprovefliento  in  bensfite  for  noiabers  and  their  dependents, 
and  necessary  changes  in  contribution  rates  to  ?«eet  the  increasing  costs  of 
medical  aenrioes. 

The  original  plan  provided  fbr  payaent  by  the  Health  Service  System  for 
its  aetabero  for  services  hy  doctors,  laboratories,  and  hospitals.  Commencing 
in  19U7  throe  additional  Alternate  Plans  of  niedical  care  were  added:  Plan  I, 
its  oim  Hedioal-^Iospital  Planj  Plan  II,  the  Kaiser  Health  Foundation  Plan; 
Plan  III,  the  Ray  E.  Harris,  I4,D,  and  Staff  Plani  and  Plan  IV,  the  3ay  "Sedioal 
Plan. 

Charter  Ameadnent  Proposition  *K*  was  a^aronrsd  on  Norenber  5,  1937  by  the 
elaotorate  and  i*atified  on  February  $,  19^8*  This  places  in  operation  changes 
In  the  Health  Serriee  Systea  which  were  the  outgrowth  of  the  efforts  of  the 
CofflBdttee  to  InproTo  the  Health  Service  System  and  the  19^6  Comadttee  to 
Investigate  the  Health  Seivice  System  appointed  by  Hie  Honor,  the  Mayor,  and 
the  continood  efforts  of  City  eaployees  and  S8?)loyBe  Organissatlons  dedicated 
to  providing  the  active  and  retiired  er^loyees  of  San  FraoBisco  and  tJieir 
dependents  with  a  ootaprehensive  as  well  as  sound  Flan  of  nisdioal  and  hospital 
benefits*  These  bmnefits  provided  theiu  with  proteotism  against  exigencies 
which  can  befall  anyone  at  any  tisie  due  to  illness  and/or  in;jury« 

The  Health  Service  a>ard  that  took  office  under  the  Revised  Charter  provi- 
sions iranedlately  directed  its  attention  to  policy  matters  dealing  with  the 
re-organisation  of  the  Systeta  and  with  tiiie  benefits  of  the  various  Plans  and 
their  rate  structuz^. 

Again  in  Noveodwr  1961  Proposition  *F*  was  aobodtted  to  the  people  and 
was  passed  hy  a  substantial  vote.  This  proposition  provldsd  for  the  City  and 
County  of  San  Francisco  to  absorb  the  ac^iinistrative  expeium  of  the  Health 
Service  Systea  which  was  fbmerly  paid  by  ainployees  and  their  dependents.  In 
addition  thereto,  the  additional  cost  of  covaragie  of  retire  raetabers  was 
dermyed  by  the  City*  This  feature  is  tmique  in  health  coverage,  whereby  the 
retired  sietaber  pays  the  same  amount  as  the  active  working  ntember  although  his 
costs  are  aetoarially  coeqjuted  at  three  or  fbur  times  as  noch. 

THB  HEALTH  SSIYICE  BQARO 

The  present  Health  Servioe  Board  is  eon^poMkl  of  the  fbUowlngt 

Mr.  Francis  J.  Collins,  eo|>loyee  neoiber,  Departtnent  of  Public  Works, 
serviHK  as  President];  Hr.  Donald  J.  McCook,  Insuranco  Official, 
West  Coast  VtsamgiKf  of  the  Qx>oup  Division  of  the  Aetna  Life  Insuranoe 
ConpaBgr;  VtCm   Thomas  A.  Tootney,  Deputy  City  Attorney,  representing 


l-lr.  Thofl»3  i*.  O^Corcior,  City  Attorneyj     Abraham  .^esmstein,  H.D., 
practic3ja|j  physician  asid  cyrgeon,  ap^sointed  cy  the  /iaytsr,  as 
was  J5r»  ?fcCoolcj     Jir,  Jack  ?forrlson,  Chaimaan  of  tria  Firiaaoe 
Cooaittee  of  x,iiB  .ioard  of  Sxxpernrinorsi     2^r»  Patrick  .4.  3r©en,  an 
eo^Ioya®  ase-nSjor  of  the  ?gecr©a1;ioa-?ark  Departwentj     tJc.  Thaiaac 
W.  MeOrath,  Union  exBcutdve  and  biisinese  agent,  ropiresonting  tb« 
Caraett's  UnSLon  ,  Local  jfL380  AFL,  an  eaipioyeo  of  the  JJanlcipal 
RailWBy* 

H5CR0ANI2ATIQN 

Tbe  Health  Serrioe  Board  continues  to  survey  the  needs  for  the  Systeta  and 
has  done  30  through  a  survey  requested  of  the  Controller.     Tiic  financial  re- 
cords havs  b®en  aiJidited  each  fiscal  year,  tiie  last  audit  being  perfomed  i;^ 
the  Contro3Jjer*s  General  Audit  staff  which  was  completed  aiid  rendered  to  the 
Uealtb  Service  3»ard  and  the  Sitacutive  Director  in  record  tiaae.     Revised 
tables  of  organisation  havo  been  pirepared  showring  the  positions  authorised 
and  new  positiosis  rt^quired,  tsiainly  due  ■co  the  increased  voiuiso  of  tnedical 
claims  and  the  strict  cost  accounting  required  l?y  Proposition  "?"  passed  in 
the  November  7,  1961  election. 

Tine  System  is  continuously  making  progress  under  the  nev  regirae  and  has 
been  paying  atedLoal  bills  weekly  since  Ootober  I960.     The  fiedical  Advisor, 
Dr.  Ja'-.iGs  T,  Fits^gerald,  has  been  diligently  reviewing  claifss  and  the  ;%>ard 
la  well  pleaaed  wit^i  Ttr»  Fltsgeruld's  appoint^aeat.     Claims  continus  heavy  not 
only  as  to  affio.mts,  but  aa  to  the  volixsia  handled*     iv'ith  sovto  thousand  or  more 
warrants  being  sent  o  t  weekly,   tbe  filing  situation  io  becoiaiag  curabeisorae. 
Each  piroceasor  ic  responsiolo  for  procecsir^g  claitas  aoeifinod  by  the  Claisas 
Stperviaor  and  the  filing  is  being  accotq>lishad  by  terfDorary  help.     It  is 
conte^lated  that  a  ftill  time  file  clerk  is  desirable  to  aa  t^iis  work  and 
only  then  can  sonetHie  be  prcrperly  trained  for  Hale  phase  of  the  (aedieal 
claltss  work. 

MRMSSBSIIIF  AMD  TA3QUTIM3  DHlSim 

There  has  been  a  eoiKplete  reorganization  of  the  otembership  seetloa  due  to 
changes  in  personnel  necessitated  by  the  jE>ro!notian  of  soras  and  others  leaving 
City  service.     The  raombarsbip  division  has  been  revariped  witri  the  assistance 
of  the  Controller^  due  to  the  Electronic  Data  Processing  program  now  being 
installed.     Certain  phases  of  the  work  are  being  streatolined  for  the  forth- 
coming "SDP"  progra»» 

Tbe  !^x»cutive  Director  and  Head  Aocoimtant  have  taken  the  four  nionUi 
Indoetrlaatlon  course  in  "EDP"  and  on  April  1,  1965  the  entire  Tabulating 
DlvlsltHi  was  i!iov9d  to  the  Controller's  office  atargli^  with  the  CDF  unit.     It 
is  eonte^lated  during  tbe  ensuing  flseal  year  that  thone  seven  employees  will 
be  traasf  erred  to  artSDP  payroll  and  the  Health  Service  will  look  to  the  unit 
as  a  whole  far  results  rather  than  to  the  emDloyeeo  of  the  System  now  assigned 
t/j  SDP, 

The  Health  Servlee  libard  has  eomplotely  rewritten  the  Rules  and  Regulations 
of  the  iiealfch  Searvice  System  copy  of  which  is  beiag  aado  an  official  pert  of 
this  report.     Sl^n-ups  or  the  opportunity  tc>  ohango  from  one  plan  of  the  System 


^- 


to  sxathffr,   has  been  made  xam  lev±&\t»    One  sign-^  ovi}y  is  allowed  under  tb* 
ZKW  rules,  during  the  cionth  of  J-I^.  The  «:!a0o?)tioaB  havB  been  cotapletoly 
changed  in  the  new  Rules  and  Regulations  ^  making  then  tooore  realistio  than  in 
the  past.  A  conipleto  file  of  insurance  carriers  is  being  sialntoined  in  oha 

ofilce  of  tfte  Systeis,  caalcing  it  easier  for  the  Board,  to  pass  on  exenqstlon  than 
in  tiae  past.  The  Sxeeutive  Director  has  been  given  more  authority  to  act  for 
the  Board  on  administrative  faatters  and  the  Health  Service  Board  is  concerned 
now  with  only  ntatters  of  policy. 

The  Tabulating  and  IS^  Dirision  has  been  reorganised  due  to  -tee  entrance 
of  the  Systera  into  toe  "EDP"  progr^i  and  all  records  are  beinji  iaaintained  in 
the  offices  of  the  J^iystera  whfflre  formerly  th^  were  divided  between  the  Systea 
and  the  Contaroller'a  Payroll  Section.  This  has  resulted  in  the  elimination 
of  one  deck  of  cards  (sob^  20,0CX)  1M  cards)  which  has  speedekl  up  Hxs  work 
of  t^  System  and  will  ccnticMe  imtil  the  \iltiaate  peak  wlten  "SDP**  takes  orar 
the  I3M  phase  of  the  work. 

CIAItC  DIVI3IQM 

There  exists  a  very  close  control  in  the  eXaios  division  which  has  proven 
beneficial  in  the  processing  and  paytnent  of  medical  claiiaa*  A  very  definite 
inprovoment  has  been  made  In  the  past  year  in  the  evaluation  of  oicdieal  claios* 
The  close  cooperation  with  the  San  Francisco  Medical  Society,  the  Squitaialc 
Life  A3surax»e  Society,  o;xr  ?!aJor  Fiedical  carrier,  has  made  the  Systen's  ^ob 
easier  and  the  quality  of  saedlcaL  bUling  has  definitely  Isiproved. 

Major  Hadical  paytsonta  have  continued  to  be  substantial  and  oiore  (aestbers 
and  their  dependents  have  written  to  the  Board  and  the  Systeta  expressing  Wieir 
thanks  for  the  proe^st  payaent  of  such  claims  and  Stir   the  Board's  foresighted- 
ness  in  obtaining  catastrophic  coverage  for  aesbers  and  dep>endents. 


PUBLIC  HSAEDia 

In  aocerdanee  with  Charter  provislMis,  a  public  hearing  was  held  in  Janaory 
196$*  ?4eaber8,  oz^anisations  and  interested  people  can  present  t.h«ir  views, 
coimaents  or  coiaplaints  at  this  public  bearing.  Representatives  from  the  alter^ 
nate  plans  were  prasent,  the  Syistera's  actuary  presented  his  statistics  and  the 
President  of  the  Health  Service  Board  reviewed  the  year's  activity.  The 
Executive  Director  and  Medical  Advisor  were  in  attemiance  to  answer  any  ques- 
tions relative  to  the  cooperation  of  the  Systea. 

A  aertt  haadfol  of  people  appeared  at  the  Boajrd  of  StiqMrrisors  chambers  in 
January,  1965,  for  the  public  hearing.  Srsployeo  organisations  thanlced  the 
Board  for  tlio  efficient  operation  of  the  System  and  the  progress  made  in  the 
past  ysar.  The   Board  was  asked  to  hold  down  costs  If  possible  and  not  increaa^ 
contribution  rates.  The  passage  of  Proposition  "F"  in  the  Noveiaber  1961  elec- 
tion indicated  that  the  rates  would  probably  be  reduced  duo  to  the  City  taking 
over  more  of  the  costs. 


-      ArjDIT 

As  previous3y  poiirted  out,  the  audi'i  of  the  System  was  perf erased  by  tlie 
Controliar^s  gensswil  a^JKlit  staff.     The  i*eport  was  complete  and  was  rendered 
to  i2ie  j^ard  and  to  the  lijcecu&ive  Diroctor  in  record  time,     la  tl»  past  the 
audit  was  delayed  sotw  six  months  aud  it  has  been  the  Board '«  policy  to 
request  that  the  Cont3?oller  perfom  the  audit  for  oach  fiscal  year, 

ACTtl&BI&L  STOPT 

An  acttarlal  study  is  raade  each  fiscal  year  by  Cawpbell  c.  Jaciison,  Inc., 
and  is  reviewed  ty  the  Health  Serrica  Board  prior  to  its  adoption  and  the 
Doard's  recorar«ndations  for  payaent  of  8\ich  contractual  work.     Th«  actuarial 
report  for  the  year  196U-1965  has  been  sent  to  yo\ir  Ilonar  for  review, 

SUGGgSTIO^ 

That  there  be  a  closer  cooperation  between  the  Health  Seznrice  System  and 
other  City  dopartcients  as  requested  in  prior  reports.  This  is  particularly 
noted  so  that  closer  cooperation  will  be  fortacoiaing  asjong  tiniekBGpers  in 
various  departments .  tiotices  should  be  given  the  Systera  when  employees  go 
on  leave  without  pay,  sick  leave,  resign  or  are   suspended.  It  makes  it 
diff icvilt  to  obtain  'lonqy  from  aesnbers  when  they  are  away  from  the  job  and 
particularly  esaployees  of  the  San  Francisco  Unified  School  District  KIM*  go 
on  oatemity  leave  and  never  return  to  work.  It  is  months  after  they  leave 
on  BBternlty  leave,  child  care  leave,  etc.,  that  tlie  System  is  notified  by 
the  !iitmte8  of  Xhe   Board  of  Education.  This  isoney  is  lost  to  tbe  Health 
Service  System  unless  we  can  obtain  the  caoney  froEu  them  px'ior  to  witiutrawal 
of  their  retixwnent  allowances.  Suggest  a  representative  from  the  liayor's 
Office,  the  Chief  Adioinistrativis  Officer's  representative  and  one  or  more 
firoa  the  Sanl^anoisco  Unified  School  District  sit  down  witii  the  nenbership 
division  of  the  Health  Service  Systeai  and  work  out  foraal  details  as  to 
handling  probleos. 

STATISTICS 

The  Health  Service  Sjrst^a  has  "livei  within  its  original  budget"  wltJ»  the 
followiii^  exeeptiont 

Revemas  estiaeted  for  the  £Lseal  year  were  exceeded  ^  some  ^00,CXX)  due 
to  an  increase  in  raembers  not  anticipated  wh^  the  budget  was  prepared  soae 
eight  foonths  prior  and  al^io  dtie  to  the  fact  that  the  oontz*ibutdon  rates  uere 
estimated  at  too-low  a  basis.  The  increase  and  influx  in  limited  tenure  per- 
sonneX  who  become  eligible  for  benefits  under  the  System  has  greatly  Increased 
the  nombership  rolls*  The  additional  realised  revenue  was  mads  available  by 
the  Controller  fbr  the  psynent  of  nedieal  clslm  and  all  claj.no  incurred  in 
the  fiscal  -y&a,  r  will  ixj  paid  out  of  moneys  available  during  and  at  the  close 
of  the  fisoal  yaar. 


^ 


CONCLUSIOR 


Paynents  fbr  the  ysar  196U-1965  for  msdical  elaims  acpproxlmated 
$$,Q2D,Q0Q,     Plan  I  (our  ovm  plan)  payrrjen-te  were  $2,001,000  for  basic 
beiJBf:.ts  and  ;^800,000  for  taajor  tw?di.C3l  piremi-oms.     T.'?waa  II,  Kaiaer  Foundation 
Health  Plan,  racolviwi  in.,9$0,Q0Q  and  Plan  IV,  Bay  MediCisa.  Gro«p,  roceirsd 
196,000,     Ths  Systesi  receives  susre  than  $220,000  per  year  in  direct  payrsenta 
OTer-tha-<jouatar.     This  is  taainly  for  rosignad  rasiabers  and  their  fasriJLies 
and  for  retired  meraboirs  who  are  unable  to  pay  through  payroll  dedijctions. 
Subrogation  rofunde    i^iproxiaate  $25,000  per  year,  rapresenting  moneys 
recovered  by  the  System  where  other  oedioal  coverage  exLsts*     This  is  cmly 
for  Plan  I,  basic  plan,  as  the  Major  lledioal  insurance  cannot  legally  be 
subrogated. 

All  of  the  alternate  plans  (Plan  II  -  Kaia«r  -  Plan  17  Buf  f-fedloal 
Qrovcp  and  Equitable  life  Assurance  Society,  :vajor  Medical  carrier,  have 
boon  paid  for  the  fiijcal  year  196U-1965.    i^e  are,  iiowaver,  still  paying 
Plan  I  basic  b^ief  it  olai^  as  taaay  are  ineurred  in  ;-5ay  or  June  and  will 
not  be  billed  xmtil  July  or  later. 

Plan  III  (Harris  &  Staff)  was  discontinued  on  Jane  30,  1961i  due  to  tio* 
sudden  death  of  Dr,  F!ay  ^.  Harris. 

Finally,  the  three  reT.aining  plans  avadlable  in  the  Health  Sjjrrice  Systea 
now  provide  active  and  retired  es^Ioyses  of  the  City  and  County  of  San  Francisco 
and  of  the  Saii  Francisco  Unified  School  Distirlct  with  a  wide  choice  of  benefits 
for  themselves  and  their  fasdJLies  with  preraluins  trithin  the  financial  mans  of 
aenbers  of  ths  System. 


Respectfully  submitted. 


LYL5  J.  0»CONHgLL, 
August  9,  1965  SXMVILVH  DIRBCTOB 
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nmutC   HSPORT  Q-F  T?g:  HEALTH  BEH?XCK  SJSTpr.     3^903-1966 

Tb)B  a«Alth  Service  System  was  established  In  PSareb  1957  by 
01i«arter  ABeskitemit,  aot^.  haie  b4Nm  in  full  epemtlOTi  einee  Cotober 
1938.  The  eonetitaticoality  smd  legality  of  eoapulsory  meab  r- 
ship  haa  beMi  iMtabliehee  in  tJMi  eourts.  Throu^out  the  yeara 
t^ere  has  beea  «  «<m«iateiit  pattern  of  prog;ree0i7<9  ehange  in  the 
SyetcsB  with  lBproTm«3te  in  bmiefits  for  mei&bere  oqc^  their  depeo- 
d«cite«  and  meesesary  ehoB/^ee  in  contribution  rates  to  me^i^t  the 
inereaeioc  costs  of  nedieal  eerriees* 

The  orlf{laal  plan  proTlded  for  pay&ent  by  the  Health  3ervlee 
Syeten  for  its  lun^ere  for  eerrieea  by  doctors*  laboratories,  and 
hcapitfils*  Cc^neneing  in  19^7  three  additional  alternate  plane  of 
aedical  care  were  addeda  Han  I,  its  own  Medieal-flospital' Plant 
Plan  II,  the  Raiser  Health  Foundation  ?lan{  l^laa  111^   the  ^^  ^» 
Harris,  n«D«  tind  ^taff  laan;  and  Flan  IT,  the  Bay  I^edioal  Plan* 

(%arter  ^aendBent  Bpopositlon  *E*  vas  approTed  on  ^foTesber 

5»1957  by  the  electorate  and  ratified  on  Febraary  5,1958«  This 
places  in  operation  changes  in  the  Health  Serriee  3v8tc>«i  which  were 
the  outgrowth  of  the  efforts  of  the  Oeaaaittes  to  Isprore  the  Health 
Serrlce  3yst  «  an<1  the  1')%  Oossmitt©^  to  larestigate  the  Health 
Service  ivstes  aprointe<?  by  flis  Bonor,  the  Kayor,  sn^-  the  continued 
efforts  of  City  eaployees  an^  EBployee  Organizations  dedicatetj  to 
providing  the  aetire  an&   retired  eoployees  of  the  City  of  San 
Francisco  and  their  dependents  with  a  coaprehenslve  as  well  as 
sound  Flan  of  medical  an<1  hosrital  benefits*  These  benefits  proTlded 
th^  with  protection  airainst  exigencies  which  can  befnli  anyone  at 
any  tlse  due  to  illneaa  end  or  Injury* 

The  Health  Service  Board  that  took  office  under  th«*  Revised 
Charter  provisions  Ijarriediately  directed  its  attention  to  policy 
satte  8  dealing  with  the  re-orgrani^ation  of  the  ^.  3to»  an^  with 
the  benefits  of  the  various  Plans  ani;^  their  rate  irtrueture* 

Again  in  Wovwfiber  1961  Preposition  •?•  was  submlttea  to  the 

people  an*""  was  passed  b,?  a  substantial  vote*  Tale  proros'tlon 
provided  for  the  City  an<5  County  of  San  Francisco  to  absorb  the 
adoiniatrative  expezise  of  the  Health  Service  System   which  was 
forreerly  paid  by  CBEploye^a  <aat   their  depen<'€mt3*  An   adflitioaal 
cost  of  ecverai?©  of  retired  aenbers  W99  also  defrayed  b:,'  the  City 
in  the  passage  of  Proposition  *F**  1'his  feature  is  imlcrue  in 
health  cover a$7:e,  whe?^by  the  retired  awaber  pays  the  saae  aaount 
;>8  the  active  wcrkinpr  nember  althougji  his  ooste  ire  actuarially 
coapute<!  at  three  or  four  tijees  as  much* 

Tag  liuiTa  3}umiQh  w^km 

The  pres«at  Health  Service  Board  is  composed  of  the  follow- 
iagt 

I'r*  Francis  J*  Collins,  enployce  raeraber.  Department  of  r\»blic 
Work:o,  aervia:  as   i resident;  Jlr*  l)on»ald  J,  »^c  Cook,  Insurance 

ol- 


^^ficiRl.  West  Coast  ranasier  of  th#  Group  DtviBioii  of  the  A«tn&  Life 
iamiranc©  Coaqpcny?  r.r-  Thomas  A.  Toocjey,  Deputy  City  Attorney,  represent. 
irut  Kr.  Thomas  K.  O'Connor,  City  Attorney;  Abraham  Bemateln,  J^-^** 
x>racticlnR  physiciao  and  8ur»?©on,  appotnteA  by  His  Honor,  the J'.ayor, 
as  was  Ilr;  SSald  J.  lie  Cook;  Kr,  Jaok^rrison,  Chairman  of  the 
Finance  Comaitte©  of  the  Board  of  Supervisors;  Mr.  Patrick  K.  Breen, 
an  «Kployee  raeEber  of  the  Beer  eat  ion-Park  Departffientj  ?1r,  xhoaas 
V.  Kc  Grath,  Union  executive  and  bueineee  agent  of  the  Carmen's  Union, 
Local  1580  A.F.L,,  an  c!Bp*oyee  of  the  Ku3al«iwl  Hallway. 

R205GAHIZ.\TI.0If 

The  health  Service  Board  continues  to  survey  the  nee^e  for  the 
System  and  has  done  so  through  a  survey  requestea  of  the  Controller. 
The  financial  records  have  been  audited  each  fiscal  yesir,  the  last 
audit  performed  by  a  staff  from  a  certified  public  aocountia|  firs, 
which  when  coia?let*d  was  r«idered  to  the  Health  Service  Boar^  l'^.^^ 
distributed  to  His  Honor,  the  Hayor  and  Board  of  Supervisors.  Revised 
tables  of  organiT^atlon  have  been  prepared  showing  the  positions 
autnorised  md   new  positions  required,  mainly  due  to  the  increased 
voluxce  of  medical  claims  and  the  a'rict  costs  accounting  r*cuire« 
by  Proposition  'F*  passed  in  the  Hovmber  7,1 -"61  election. 

The  SYSteiB  is  continuously  making  progress  «»*«^^'*^?\«®**-^_ 
regime  an^  has  been  paying  medical  bills  weekly  9i°^«  °;J?^«^i?^- 
The  Kedical  Advisor,  Dr.  James  T.  Fitzs«3Pald,  has  been  dllifj^ently 
reviewing  claims  and  the  Boar  is  well  pleased  with  Dr.  FitKgerald  s 
appointment.  Claims  continue  heavy  not  only  as  to  the  amounts  in- 
volved, but  as  to  the  volumes  handled.  Uith  some  thousand  or  more 
warrants  bein«  sent  out  weekly,  the  filing  situation  is  becoming 
cumbersome.  £;ach  processor  is  responsible  for  processing  claims 
assigned  by  the  Claims  Supervisor  anr!  the  filing  is  being  accomplishsd 
by  tmporary  help.  It  is  contemplated  that  a  full  time  file  clerk 
is  dssirablc  to  do  this  work  and  only  then  can  someone  be  properly 
trained  for  this  phase  of  the  medical  claims  work. 

Mjsr^ERSHiP  ;^?n)  tabulax-ikq  pmsiQir 

There  has  been  a  complete  reorga«iaation  of  the  membership 
division  due  to  chi^in«es  in  personnel  aeeeBsitateci  by  the  promotion 
of  some  and  other  leaving  City  service.  The  meicberohip  division 
has  been  revamped  with  the  assistance  of  the  Controller,  due  to 
the  Sleetronic  Data  Processing  program  now  installed.  Oertaln 
phases  of  the  work  are  being  streamlined  for  the  forthcoming  SDi 
program. 

The  Executive  Director  and  Head  Accountant  have  taken  the 
indoctrination  course  is  'EDP  '  and  on  April  1,1965  the  ®*'^™«^, 
Tabulating  Division  was  mover!  to  th«»  Controller's  of  .ace,  merging 
with  the  SDP  unit.  It  is  contemplated  during  the  ensuing  fiscal 
year  that  these  seven  employees  will  be  transferred  to  an  SDP 
payroll  and  the  Health  Service  System  will  lo  k  to  the  unit  as  a 
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whol©  for  results  rather  than  to  the  ©mploye*!!  of  the  Systeis  now 
assjip;ned  to  *£I?P'« 

The  Health  Seirrice  Board,  hns  oosipletely  swiritten  the  Huloa  and 
Ref.'ulatlons  of  the  Health  Service  Sjsteai,  oopies  of  wMch  were  seat 
to" the  Hayor's  Office,  the  Board  of  Supervisor®,  and  distributed  to 
ea^  and  every  Oity  employee  and  retired  auamber.  31gn-*up,  or  the 
opt>ortunlty  to  change  froa  one  plaaa  to  another  wlthinn  the  System 
haa  been  made  aore  lenient.  The  sionth  of  Play  h&B   been  established  as 
the  only  ti»e  chants  ean  be  aade,  with  the  exception  of  newly  married 
spouses  and  new  bom  ohildren*  The  exemptions  have  been  eoapletely 
ohip^ed  in  the  new  Ibjiles  and  Hegulatlons,  raakinj?;  them  mere  realistic 
than  the  past.  A  complete  file  of  insurance  carriers  is  being  main- 
tained in  the  System's  offices,  making;  it  easier  for  the  Boara  to 
pass  on  an  exwnptton  than  was  possible  In  the  past.  The  Executive 
Dlr  ctor  has  been  given  more  authority  to  act  for  the  3oax'<fl  on 
administrative  natters  and  the  Health  Service  Boart?  is  coacemed 
only  with  aatters  of  policy. 

The  Tabulating  and  I^  Division  has  been  reorganized  due  to  the 
EDP  program   and  auLl  records  are  nalntainec?  in  the  of/ices  of  the 
System  where  fonaerly  they  were  divided  between  the  System  and  the 
Controller's  Payroll  Section.  This  has  resulted  in  the  elimination 
of  one  deck  of  cards  (soee  20,000)  which  has  speeded  up  the  work  of 
the  Systera  an<!  will  contioue  until  the  ultlaate  peak^  when  'SDP*  takes 
over  the  ccoiplete  pro^rcun. 

CLAIMS  SIVISIOH 

There  exists  a  very  close  control  la  the  elalaui  division  which 
has  proven  beneficial  in  the  processing  and  payasEit  of  nedical  clalj&s. 
A  very  definite  iBprovement  has  been  aadie  in  the  pest  ye^r  In  the 
evaluation  of  medical  claims.  The  close  cooperation  with  the  San 
Francisco  ^edlcal  Society,  the  Equitable  Lire  Assurance  Society, (  our 
aajor  medical  carrier)  has  ma.*e  the  System's  ;Job  ee^sler  and  the 
quiality  of  medical  billing  has  definitely  Improved. 

Ka^or  medical  payments  have  continued  to  be  substantial  and 
more  nstabers  and  their  dependents  have  written  to  the  Boyrd  and  to 
the  System  expressing  their  thanlss  for  the  prompt  payment  of  such 
olalss  and  for  the  Board's  foresishtedness  in  obtaining  catastrophic 
coverage  for  mmtbers  and  their  dependents. 

PUBUC  HEAHXHO 

In  accordance  with  Charter  provisions,  a  public  hearing  was 
held  in  January  1966.  Kembe  s,  orgauiizatlon  and  Interested  people 
were  there  to  present  their  views,  coaaents  ar^3  or  complaints  at 
the  public  meeting.  Hepx>es«atatives  from  the  alternate  plans,: 
PXsn  II,  Kaiaer  Foundation  Health  Plan;  Plan  IV, Bay  Kedlcal  Group 
and  the  Equitable  I^ife  Assurance  Soolety,  has  mode  the  System's 
;Jor  easier  s^ind  they  were  in  attendaace  at  the  public  meeting  to 
review  the  past  year  and  prepare  for  the  future.  Our  actuary, 
tWm   Juan  B.Rael,  Jr.  presented  his  statistics  and  the  : resident  of 
the  Health  Service  Board  reviewed  the  activities  of  the  ye'ir* 
The  J2xecutlvc  Director  an<^l  the  Medical  .\dvisor  were  both  present  to 
answer  any  question©  relr.tlve  to  the  opernti'n  of  the  System. 

A  mere  handful  of  peor/le  ap-©«xed  at  the  3oai*d  of  Supervlr.orf? 


eoomittee  room  in  January  1966,  for  the  public  hearing.  Employee 
organizations  thanked  t&e  Board  for  the  «ffici©nt  operation  of  the 
Syatoa  and  the  progress  isad©  In  the   past  je^ar.  The  Board  was  asked 
to  hold  down  costs  if  possible  and  not  increase  the  contribution 
rates*  The  Board  informed  the  organizations  they  would  do  their  utmost 
to  keep  co3ts  down  but  still  had  considered  increasing  benefits  and 
explalte^  to  all  present  the  plana  for  the  integretlon  of  the  Systeia 
*dth  Fader a1  CKedicire*.  The  pasga^e  of  Proposition  *F'  in  HoT^iber 
1961  election  indicated  the  rates  would  be  held  down  due  to  the  City 
assuming  zaore  of  the  costs. 

AUDIT 


As  preriously  pointed  out»  the  audit  of  the  Systea  was  acoojaplahea 
by  an  indep-^adent  eertified  public  accc^ln,tin«  ficro,  ©aploy*d  by  the 
Controller.  The  report,  wh«D  completed  was  furnished  to  the  Board 
aiscJ  to  the  Oontroller  tSiXkA   copies  were  sent  to  His  Honor,  the  Kayor, 
and  the  Board  of  Supervisors,  as  well  as  the  Grand  Jury. 

ACTOARIAL  ZTTUI 

An  actuarial  study  was  made  by  the  firm  of  Campbell  and  Jamison, 
Xiio.,  and  was  reriewd  by  the  Health  Service  Board  prior  to  its 
adoption  and  the  Board's  reeoosiendations  for  payment  of  such  contr'^iot- 
ual  work.  The  actuarial  i?eport  for  the  year  1965-1966  was  sent  to 
your  Honor  for  review. 

SUGGE^'TIONS. 

Notices  should  be  fort  coding  from  other  departments  when 
tmiloyees  go  on  le«tve  without  pay,  sick  leave,  resign  or  are  suspended. 
It  makes  it  difficult  ot  obtain  money  from  m^abers  when  they  are 
away  from  the  .job  and  particularly  employees  of  the  San  Francisco 
Unified  School  District  \ih.o   go  on  maternity  leave,  child  care  leave 
and  never  zretxim  to  their  positions.  It  is  sometimes  many  months 
a:rter  they  are  away  when  we  are  notified  by  the  Kinutes  of  the  School 
Board  that  they  have  realgnsd  and  in  many  cases  the  monies  owed  to 
the  System  «re  lest.  Better  coaBnunieationo  are  needed  In  these  ca^ee 
tii   protect  the  City  on  lost  contributions  and  also  to  x^^rotect  the 
mem^r  so  that  his  or  her  medical  claims  can  be  paid. 

STATISTICS 

The  F«elth  Service  System  hajB  'lived  within  its  original  budget' 
with  the  followin?  exceptions} 

Revenues  estimated  by  the  System  for  the  Fiscal  Year  were  exceeded 
by  some  S25O,00C  duo  to  an  amorease  in  members  not  anticipated  when  the 
budget  was  prepared  some  ei^t  monldhs  prior  and  also  due  to  the  facts 
that  contribution  rates  wer^^  estimated  a  too  low  a  basis. The  influx 
and  increase  in  limited  tenure  personnel  who  become  eligible  for 
benefits  under  the  System  has  greatly  increased  the  memberr,hip  rolls. 
The  additional  revenue  was  ma«?e  avixilable  by  the  Oontroller  for  the 


poTntrnt  Gf  a«dleal  bills  iB««rr«<?.  in  the  f  Iseal  year  »n&   such  elalas 
&8  tb.«7  oose  in  will  b«  paid  out  of  tliese  Bonies  &Ysdlablo  for  paynect 
of  fiacial  year  1965-1966  claijas  although  th«^  will  not  be  received 
until  the  enflraiog  fiscal  year* 

Pajneats  for  the  year  1963~1%6  for  ai^ical  claims  approximated 
l'5»550,O0O«0O*  Plan  I  (our  own  plan)  pagrmente  were  over  two  and 
a  quarter  adllion  dollars  for  basic  bwaefits  anti  $670,000  for  major 
aledieal  oatestrophio  benefits*  Plan  II,  Kaiser  ?ounr!atlcn  Health 
Plan  received  in  wicoeas  of  two  aslllion  dollars  while  Flan  Iv,Bay 
Medical  Group  received  over  S 100, 000 #  The  Syst^a  receives  over 
$200,000  in  direct  paynents  over  the  «wunter.  This  is  susiinly  for 
resigned  zi^sber  and  their  dependents,  retired  aesbers  who  are 
unable  to  pay  through  payroll  deductions  ond  for  metsbers  on  various 
types  of  leave  tfithout  pay.  Third  party  lien  receipts  exceed  525«000 
per  year,  representing  monies  recovered  by  the  System  where  other 
medical  coverage  exists*  ^Hiis  is  only  for  Plan  I  basic  plan,  as  the 
major  medical  insurance  cannot  legally  be  subrogated* 

The  alternate  plans,;  Plan  II,lCaiser  Foundation  Health  Plan,; 
Flan  lY,  Bay  Hedical  Group  and  Squitable  Life  Assurance  Society, 
(major  medical  carrier)  have  been  j-aid  for  the  fiscal  year  19657-1966* 
We  are  still  paying  for  Plan  I  basic  bwiefit  claims  as  many  are 
ineurre<l  in  Hay  or  June  and  will  not  be  billed  until  July  or  even 
later* 

Finally,  the  three  plans  of  the  Systaa  available  for  members 
and  their  families  provide  the  active  aikl  retired  employees  and 
their  dep«adents  a  wide  choice  of  benefits  t  within  the  the  financial 
means  of  members  of  the  Systes^* 

Ve  have  in  the  System  in  excess  of  5^^,000  nwsbers  ana  their 
^•pendents  and  with  6,000  of  the  retired  m«abers  being  over  the  a^e 
of  63  the  System  has  been  studjring  and  reviewing  the  inception 
of  Medicare  and  its  effect  on  these  membe  n*  The  System  feels  that 
it  is  many  steps  In  front  of  the  ave»rage  insurance  carrier  and 
is  offering  aiid  has  offered  the  retirees  with  Medicare  an  improved 
fl:iq[>pleaental  program* 


HespectfttHy  submitte*, 

LTLE  J.  O'CONTTSLL 
August  9,1966  EXECUTI  VE  DIPECTOH 
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AHWOAL  REPORT  Of  THE  HEALrH  Q-SVIGE  SfSTSU     1966-1967 


The  Health  Service  Syotera  vas  established  in  March  1937  by  Charter  AaendMent 
and  has  been  in  full  operation  since  October  1938,  The  conetitutionality  and 
le-:ality  of  compulsory  neobership  has  been  eatabliahed  in  the  courta*  Throuchout 
the  years  there  has  been  a  consistent  pattern  of  progressiYe  change  in  the  Systea 
with  i!!iproTeaents  In  benefits  for  members  and  their  dependenta  and  necessary 
changes  in  contribution  rates  to  meet  the  increasing  costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  riealth  Sorvice  oyatea  for  ita 
members  for  servicea  by  doctors,  laboratories  and  hospitals.  Comnenolng  in  19^7 
three  additional  alternate  plans  of  medical  oau'e  were  added:  Plan  I,  its  own 
Medical- Hospital  Plant  Plan  II,  the  Kaiser  Health  Foundation  Plant  Plan  III, 
the  Ray  E,   iiarris,  M.  D,  and  Jtaff  Plan;  and  Plan  IV,  the  Bay  Madioal  Plan. 
Or.  Ray  S.  Harris,  adminietrator  of  Plan  III,  died  in  196^^  and  the  nembers  and 
dependents  in  that  plan  were  given  the  opportunity  of  transferring  to  me  of  th« 
other  plans  of  the  Systee. 

Charter  Amendnent  Proposition  'K*  was  approved  on  November  3«  19^7  by  the 
electorate  and  ratified  on  February  3*  193^*  ThxB   places  in  operation  changes  in 
the  Health  Service  System  which  were  the  outgrowth  of  the  efforts  of  the  Committee 
to  Improve  the  Health  Service  System  and  the  1936  Committee  to  Investigate  the 
Health  Service  System  appointed  by  His  iionor,  the  Mayor,  and  the  continued  efforts 
of  City  employees  and  Qnployee  Organizations  dedicated  to  providing  the  active  and 
retired  eaployees  of  the  City  of  San  Francisco  and  their  dependenta  with  a  coiq)re- 
hensive  as  well  as  sound  Plan  of  Hedieal  anH  hospital  benefits.  These  benefita 
pi^)vided  them  with  protection  against  exigencies  which  can  befall  anyone  at  any 
tine  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provisions 
iBBjediately  directed  its  attention  to  policy  matters  dealing  with  the  re-organiaation 
of  the  System  and  with  the  benefits  of  the  various  Plans  and  their  rate  structure. 

Again  in  Noveaber  I96I  Proposition  '/*  was  submitted  to  the  people  and  was 
passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and  County  of 
San  nrancisco  to  absorb  the  administrative  ejq;>ense  of  the  Health  Service  System 
which  was  formerly  paid  by  employeec  amd  their  dependents.  An  additional  cost  of 
coverage  of  retired  members  was  also  defrayed  by  the  City  in  the  passage  of  Px^>po- 
sition  '7* ,     This  feature  is  unique  in  health  coverage,  whereby  the  retired  member 
pays  the  same  amount  as  the  active  working  member  although  his  coats  are  actuarially 
computed  at  three  or  four  times  as  much. 

THj.  ii]!:.iLTti  SiSVIC^  BOARD 
The  present  Healti;  Service  Board  is  composed  of  the  following: 

Kr.  Frank  J»  Collins,  employee  maiaber,  Department  of  Public  ti/orks;  Kr. 
Donald  J.  McCook,  Insurance  Official,  West  Coast  Manager  of  the  Group  Division  of 
the  Aetna  Life  Insurance  Company;  Mr.  Thoaaa  K,   Tooaey,  Deputy  City  Attorney? 
Abraham  Bernstein,  M.  D.,  practicing  physician  and  surgeon,  appointed  by  iiis  Honor, 
the  Mayor,  as  was  Mr.  Donald  J.  McCook j  Mr.  Jack  Korriaon,  Chaijnaan  of  the  Finance 
Conaittee  of  the  Board  of  Supervisors;  ur,  Patrick  M.  areen,  an  employee  member  of 
the  itecreation-Paric  Department;  Hr.  Thomas  W.  MeOrath,  an  aaployee  aeaber  of  the 
MuaiBipal  Railway  and  currently  serving  hia  second  term  as  President  of  the  Health 
Service  Board* 
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RBORQAHIZAnOW 

TB«  Health  Sdznrice  Board  continues  to  surrey  the  needs  of  the  System  and  baa 
done  so  through  eommlttees  of  the  Board  who  report  back  to  the  full  ^x>ard  of  its 
reoommendations.  The  financial  reports  are  audited  daily  by  the  Controller's  staff 
and  through  the  rsedium  of  the  iillectronic  Data  Processing  Systeoi  whereby  each  trons^ 
action  must  be  cleared  through  prograiuiainti .  Hovised  tables  of  organization  have 
been  approTed  ani   show  the  positions  of  the  Systen  auid  the  increase  needed  last  year 
for  the  added  responsibility  in  administering  the  Hedioare  supplementation  to  the 
city's  retired  menbers  and  t/ieir  faolllea* 

The  Systeia  is  continuously  making  progress  under  the  new  regime  and  has  been 
paying  aedieal  bills  weekly  since  October  I960.  The  Medical  Advisor,  i)r.  James  T. 
fltsger£ild,  has  been  diligently  reriewlng  claiss  and  the  Board  is  well  pleased  with 
Dr.  Fitzgerald's  appointment.  Claina  continue  heavy  not  only  as  to  the  amovints 
involved  but  as  to  the  volumes  handled.   .ith  nome  thousand  or  more  wax-rants  being 
sent  out  weekly,  the  filing  situation  is  becoming  cumbersoma.  :^ch  processor  is 
responsible  for  processing  claims  assigned  by  the  Claims  Supervisor  and  the  filing 
is  being  accoeiplishod  by  temporary  help,  rhe  filing  in  the  past  year  has  been 
accomplished  by  the  ad'iition  of  7outh  Program  youngsters  and  the  Systea  has  been 
most  fortunate  in  tso^ting  high  calibre  personnel  to  perform  this  function. 

MKHBtaamP  DIVISION 

Ihere  has  been  a  complete  reorganisation  of  the  Membership  Division  necessitated 
by  promotions  and  due  to  others  leaving  city  service*  The  xIDP  (iiU-ectronic  i>ata 
Processing)  concept  has  streamlined  certain  phasos  of  membership  work  and  the  program 
continues  to  cnake  chants  month  by  month.  More  liaaon  work  exists  now  between  the 
Membership  Division  and  the  ^'DiP  concept  and  closer  supervision  is  oaintained  over 
all  membership  programs. 

Ite  Mcecutive  Director,  the  Head  Accountant  and  all  Membership  jwrsonnel  have 
been  subjected  to  courses  and  indoctrination  in  the  >ILectronlc  Data  frocessing  con- 
cept and  are  acquainted  with  certain  coding  and  special  work  performed  by  that  unit 
and  have  integrated  records  and  pro/;rairis  with  the  £DP  program  changes* 

TAiJULATiNG  Diviaiga 

The  "Eabulating  Division  of  the  System  has  been  physically  transferred  to  the 
iiDP  concept  in  the  Controller's  Oftice  in  April  I965  and  early  in  February  I966  the 
personnel  were  transferred  to  the  Controller's  payroll  and  removed  from  the  System's 
rolls.  The  budget  for  the  Fiscal  Year  I967-I968  when  being  prepared  showed  an  item 
for  transfer  of  funds  to  the  CJontroiler  for  the  Health  Service  System's  sliare  of  the 
fiJ>P  budget,  such  as  billings  t>  accomplished  on  a  monthly  or  quarterly  basis  to  be 
determined  at  a  later  date  by  the  Controller* 

RPL-JIS  .iHD   Ri:GirL.TIOMS 

Tbm   Health  Service  Board  through  its  Rules  and  [Regulations  Committee  has  com- 
pletely rewritten  the  Rules  and  Regulations  for  the  Systen,  copies  of  which  were  sent 
to  the  Mayor's  Office,  the  Board  of  Supeirvisors  and  distributed  to  each  and  every  City 
Mqployee  and  retired  menber  through  their  respective  departments  and  organization. 

The  annual  Sign -Op,  or  the  opportunity  to  transfer  from  one  plan  of  the  System 
to  another  has  been  made  more  flexible.  The  exemptions  from  Health  Service  coverage 
has  been  streamlined  and  the  rules  now  are  more  realistic.  Additional  iinprovements 
are  on  the  agenda  of  the  sub-coomittee  for  the  near  future  to  further  streamline 
procedures  making  it  simpler  for  the  employees  to  claim  their  exemptions. 
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CLAIMS  DIVISION 

There  exlsta  a  very  el6se  control  In  the  elaloui  dlTisloa  which  has  proren 
beneficial  in  the  processing  and  payment  of  medical  claims*  A  rery  definite  iaprove- 
ment  has  been  made  in  the  past  year  in  the  eyaluation  of  medical  claime.  The  close 
cooperation  with  the  San  Froincisco  Medical  Society,  the  Equitable  Life  Assurance 
Society  (our  major  medical  carrier)  has  made  the  System's  Job  easier  and  the  quality 
of  medical  billing  has  definitely  iniproved. 

Kajor  medical  paymunts  have  continued  to  be  substantial  imd  more  members  aind 
their  dependents  have  written  to  the  Board  and  to  the  dysteir  expressing  their  thanks 
for  the  prompt  payment  of  such  claims  and  for  the  Board's  foresightodness  in  obtain- 
ing catastrophic  coverage  for  members  and  their  dependents. 

PUBLIC  rtSAtOINQ 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  January 
1967*  Members,  organizatioic: eind  int^ested  people  were  there  to  present  their  views, 
eooBMnts  amd  or  complaints  at  the  public  meetine*  Representatives  from  the  alternate 
plans  -  Plan  II,  Kaiser  Foundation  Health  Plan;  Plan  IV,  iiay  Medical  Group  and  the 
ISqui table  Life  Assurance  Society,  have  made  the  System's  job  easier  and  they  were 
in  attendance  at  the  public  meeting  to  review  the  past  year  and  prepare  for  the 
future.  Our  actuary,  Mr.  Juan  B.  Bael,  Jr«,  presented  his  statistics  and  the 
President  of  the  Health  Service  Board,  reviewed  the  activities  of  the  year.  The 
Sxeoutive  Director  and  the  Medical  Advisor  were  both  present  to  answer  any  questions 
relative  to  the  operation  of  the  System. 

A  mere  handful  of  people  appeared  at  the  Board  of  Supervisors  committee  room  in 
January  1967  for  the  public  hearing,  Qnployee  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  proeress  made  in  the  past  yeeur.  The 
Board  was  asked  to  hold  down  costs  of  possible  and  not  increase  the  contribution 
rates.  The  Board  informed  the  organizations  they  would  do  their  utmost  to  keep 
coats  down  but  still  had  considered  increasing  benefits  and  explained  to  «lL1  present 
the  plans  for  the  integration  of  the  System  with  Federal  'Medicare".  The  passage 
of  Proposition  'F'  in  November  I96I  election  indicated  the  rates  would  be  held  down 
due  to  the  City  assumi ng  Jiore  of  the  costs. 

ACTUARIAL  STUDY 

An  actuarial  study  was  made  by  the  firm  of  liael-Letson,  and  was  reviewed  by  the 
Health  Service  Board  prior  to  its  adoption  and  the  ijoard'3  recomcjendationa  for  pay- 
sent  of  such  contractual  work*  The  actuarial  report  for  the  year  I966-I967  was  sent 
to  your  Honor  for  review* 

SUGG'^nONS 


Notices  should  be  forthcoming  from  other  departments  wnen  employees  go  on  leave 
without  pay,  sick  leave,  resign  or  are  suspended*  It  maiies  it  difficult  to  obtain 
money  fron  members  when  they  are  away  from  the  job  and  particularly  eaijloyees  of  the 
San  FTinciaoo  Unified  School  i)iBtrict  who  ^o  «i  satemity  leave,  child  care  leave 
and  never  return  to  their  positions*  It  is  soaetifflss  many  months  after  tl^y  are 
away  when  we  are  notified  by  the  Minutes  of  the  School  itioard  that  they  have  resigned 
and  in  msmy  cases  the  isooieG  owed  to  the  System  ore  lost.  Better  comisuuications 
are  needed  in  theae  cases  to  pi^>tect  the  City  on  lost  contributions  and  alao  to 
protect  the  member  so  that  his  or  her  medical  claims  can  be  paid* 
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STATISTICS 

Th«  Health  Ssrrlce  Board  has  'llred  within  its  original  budget*  with  tha 
following  exceptions: 

Revenues  estioated  by  the  3ystea  for  the  fiscal  Year  ware  exceeded  by 
soffle  ir280,000  due  to  (1)  an  Increase  in  membership  not  anticipated  when  the  budget 
was  prepared  (2)  a  decided  increase  in  dependents  and  faoilies  through  laarriages, 
births  and  additions  in  the  annual  sign-up  period  and  (3)  payment  of  delinquent 
contributions  by  those  on  leaves  without  pay  and  on  terminal  leaves.  The  ad  itional 
revenue  was  made  available  by  the  Controller  for  payment  of  medical  bills  incurred  in 
the  fiscal  year  and  which  will  be  paid  out  of  tiiLa   available  money  in  the  ensuing 
fiscal  year*  This  is  a  continuing  operation  for  the  System  and  other  health  plans 
whereby  medical  bills  are  not  rt^ceived  in  the  period  of  the  medical  service  but  la 
ensuing  months.  This  keeps  the  accounting  of  funds  accurate  and  statistics  can 
reflect  the  true  status  of  revenues  and  expenditures  by  charging  the  medical  paym&nts 
against  the  period  of  service. 

GONXILUSION 

Payments  for  the  year  I966-I967  for  aedical  claims  approximated  $4,9O0,000.0O* 
Plan  I  (city  plan)  payments  were  over  $2,CXX), 000,00  for  the  basic  benefits  and 
$660,000.00  for  major  medical  catastrophic  benefits.  Plan  II,  Kaiser  Health  Plan 
received  in  excess  of  $2,100,000.00  while  Plan  IV,  Bay  Medical  Group,  received  over 
$100,000.00.  The  System  irecsives  in  excess  of  $200, 000. CX)  in  direct  payments  over  the 
counter  representing  resigned  members,  their  dependents,  retired  merabers  who  are  unable 
to  pay  by  means  of  payroll  deduction  and  for  members  of  various  types  of  leaves  wJ.thout 
pay.  The  Third  Party  Liens  accounted  for  scmm  $2^,000.00  representing  monies  recovered 
by  the  System  where  other  medical  coverage  exists  on  accident  cases.  This  is  only  for 
Plan  I  basic,  as  Major  Medical  insurance  cannot  be  legally  subrogated.  It  is  oontem- 
plated  in  the  next  fiscail  year  that  a  change  will  be  made  in  the  Rules  and  Regulations 
deleting  the  Third  Party  Ii.en  rule  as  it  works  a  hardship  on  certain  members  and  is 
not  in  the  best  interests  of  the  members  to  continue  £uid  does  hurt  the  Health  Service 
System's  public  image. 

The  alternate  plans  -  llan  II,  Kaiser  Foundation  Health  Plan,  Plan  IV,  Bay 
Medicfd  Group  and  Equitable  Life  Assurance  Society  (major  medical  carrier)  have  been 
paid  for  the  fiscal  year  I966-I967.  We  are  still  paying  for  Plan  I  basic  benefit 
claims  as  many  are  incurred  in  toy  or  June  and  will  not  be  billed  until  July  or  even 
later. 

finally,  the  three  plans  of  the  System  available  for  members  and  their  familiea 
provide  the  active  and   retired  employees  and  their  dependents  a  wide  choice  of  benefits 
within  the  financial  means  of  members  of  the  System. 

«'e  have  in  the  System  in  excess  of  56, 000  members  and  their  dependents  and  with 
some  3(000  members  being  over  the  age  of  63  the  past  year  have  found  many  changes 
necessary  to  offer  supplementjU.  benefits  to  those  in  Medicare,  t^lany  changes  in  the 
coverage  under  all  plans  of  the  System  were  made  due  to  the  inception  of  the  Federal 
Medicare  and  the  Board  is  continually  reviewing  the  benefits  under  the  system  to 
incorporate  supplemental  benefits  to  Medicare  at  the  lowest  possible  premiuffl.  The 
Board  at  t:ds  time  has  changed  the  supplamentatioa  to  nedicare  which  revised  plan  will 
be  explored  and  commented  on  in  the  forthcoming  Annual  report  for  the  FisceO.  Year 
1967-1953, 


ec  tf  ullT^uboi  1 1  ed , 


ViLZ(^  O'CONNKLL, 
August  8,  1967  iXECUTIVil  JIR^TOH 
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AMNTJAL  REPORT  OF  THE  HEALTH  SERVICE  SYSTEM  1967-1968 

The  Health  Service  l57stem  was  established  in  March  1937  by  Charter  Amendment 
and  has  been  In  full  operation  since  October  1938,  The  constitutionality  and 
legality  of  compulsory  membership  has  been  established  in  the  courts.  Throughout 
the  years  there  has  been  a  consistent  pattern  of  progressive  change  in  the  System 
with  improvements  in  benefits  for  members  and  their  dependents  and  necessary 
changes  in  contribution  rates  to  meet  the  increasing  costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  87stem  for  its 
members  for  services  by  doctors,  laboratories  and  hospitals.  Conmencing  in  19A7 
three  additional  alternate  plans  of  medical  care  were  added:  Plan  I,  its  own 
Medical-Hospital  Planj  Plan  II,  the  Kaiser  Health  Foundation  Plan;  Plan  III, 
the  Ray  E.  Harris,  M.D.  and  Staff  Plan}  and  Plan  IV,  the  Bay  Medical  Plan, 
Dr.  Ray  E.  Harris,  administrator  of  Plan  III,  died  in  1964-  and  the  members  and 
dependents  in  that  plan  were  given  the  opportunity  of  transferring  to  one  of  the 
other  plans  of  the  System, 

Charter  Amendment  Proposition  'K*  was  approved  on  November  5,  1957  by  the 
electorate  and  ratified  on  February  5,  1958,  This  places  in  operation  changes  in 
the  Health  Service  System  Uhlch  were  the  outgrowth  of  the  efforts  of  the  Committee 
to  improve  the  Health  Service  ^stem  and  the  1956  Committee  to  investigate  the 
Health  Service  l^stem  appointed  hy  His  Honor,  the  Mayor,  and  the  continued  efforts 
of  the  City  employees  and  employee  organizations  dedicated  to  providing  the  active  and 
retired  employees  of  the  City  of  San  Francisco  and  their  dependents  with  a  compre- 
hensive as  well  as  sound  plan  of  medical  and  hospital  benefits.  These  benefits 
provided  them  with  protection  against  exigencies  which  can  befall  anyone  at  any 
time  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  Charter  provisions 
immediately  directed  its  attention  to  policy  matters  desiling  with  the  reorganization 
of  the  System  and  with  the  benefits  of  the  various  Plans  and  their  rate  structure. 

Again  in  November  1961  Proposition  'F'  was  submitted  to  the  people  and  was 
passed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and  County 
of  San  PYancisco  to  absorb  the  administrative  expense  of  the  Health  Service  ^stem 
which  was  formerly  paid  by  employees  and  their  dependents.  An  additional  cost  of 
coverage  of  retired  meabers  was  also  defrayed  by  the  City  in  the  passage  of  Propo- 
sition 'F',  This  feature  is  imique  in  he^th  coverage,  whereby  the  retired  member 
pays  the  same  amount  as  the  active  working  member  although  his  costs  are  actuarially 
computed  at  three  or  four  times  as  much, 

THE  HEALTH  SERVICE  BOARD 

The  present  Health  Service  Board  is  composed  of  the  following: 

Mr,  Frank  J.  Collins,  employee  member,  Department  of  Public  Worksj  Mr,  Donald 
J,  McCook,  Insurance  Official,  West  Coast  Manager  of  the  Group  Division  of  the 
Aetna  Life  Insurance  Company;  Mr,  Thomas  A,  Toomey,  Deputy  City  Attorney; 
Abraham  Bernstein,  M.D.,  practicing  physician  and  surgeon,  appointed  by  His  Honor, 
the  Mayor,  as  was  Mr.  Donald  J.  McCookj  Mrs,  Dorothy  von  Beroldingen,  Chairman  of 
the  Finance  Committee  of  the  Board  of  Supervisors;  Mr,  Patrick  M.  Breen,  and  employee 
member  of  the  Recreation-Park  Department;  Mr,  Thomas  W.  McGrath,  an  employee  member 
of  the  Municipal  Railway.  Dr.  Abraham  Bernstein  is  currently  serving  as  Iteaident 
of  the  Board, 
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REORGANIZATION 

The  Health  Service  Board  continues  to  siirvey  the  needs  of  the  ^stem  ajad  has 
done  30  through  committees  of  the  Board  who  report  back  to  the  full  Board  of  its 
recommendations.  The  financial  reports  are  audited  daily  by  the  Controller's  staff 
and  through  the  medium  of  the  Electronic  Data  Processing  ^stem  \riiereby  each  trans- 
action must  be  cleared  through  progralfflldng.  Revised  tables  of  organization  have 
been  approved  and  show  the  positions  of  the  System  and  the  increase  needed  last  year 
for  the  added  responsibility  in  administering  the  Medicare  supplementation  to  the 
city's  retired  members  and  their  families. 

The  ^stem  Is  continuously  making  progress  under  the  new  regime  and  has  been 
paying  medical  bills  weekly  since  October  I960.  The  Medical  Advisor,  Dr.  James  T, 
Fitzgerald,  has  been  diligently  reviewing  claims  and  the  Board  is  well  pleased  with 
Dr.  Fitzgerald's  appointment.  Claims  continue  heavy  not  only  as  to  the  amounts 
involved  but  as  to  the  volumes  handled.  With  some  thousand  or  more  warrants  being 
sent  out  weekly,  the  filing  situation  is  becoming  cumbersome.   Each  processor  is 
responsible  for  processing  claims  assigned  by  the  Claims  Supervisor  and  the  filing 
is  being  accomplished  by  temporary  help.  The  filing  in  the  past  year  has  been 
accomplished  by  the  addition  of  Youth  Program  youngsters  and  the  System  has  been 
most  fortxmate  in  getting  high  calibre  personnel  to  perform  this  function, 

MEMBERSHIP  DIVISIQN 

There  has  been  a  complete  reorganization  of  the  Membership  Division  necessi- 
tated by  promotions  and  due  to  others  leaving  city  service.  The  EDP  (Electronic 
Data  Processing)  concept  has  streamlined  certain  phases  of  membership  work  and  the 
program  continues  to  make  changes  month  by  month.  More  liason  work  exists  now 
between  the  Membership  Division  and  the  EDP  concept  and  closer  supervision  is  main- 
tained over  all  membership  programs. 

The  Executive  Director,  the  Heal  Accountant  and  all  Membership  personnel  have 
been  subjected  to  courses  and  Indoctrination  and  in  the  Electronic  Data  Processing 
concept  and  are  acquainted  with  certain  coding  and  special  work  performed  by  that 
unit  and  have  integrated  records  and  programs  with  the  EDP  program  changes. 

TABULATING  DIVISIQH 

The  Tabulating  Division  of  the  System  was  physically  transferred  to  the  EDP 
concept  in  the  Controller's  Office  in  April  1965  and  early  in  February  1966  the 
personnel  were  transferred  to  the  Controller's  payroll  and  removed  from  the  l^stem's 
rolls.  The  budget  for  the  Fiscal  Yeeu*  1967-196S  when  being  prepared  showed  an  item 
for  transfer  of  funds  to  the  Controller  for  the  Health  Service  System's  share  of  the 
EDP  budget,  such  as  billing  accomplished  on  a  monthly  or  quarterly  basis  to  be 
determined  at  a  later  date  by  the  Controller. 

R  JUS  AND  REGULATIONS 

The  Health  Service  Board  through  its  Rules  and  Regulations  Committee  has  com- 
pletely rewritten  the  Rules  and  Regulations  for  the  System,  copies  of  \ih±ch  were  sent 
to  the  Mayor's  Office,  the  Boaavi  of  Supervisors  and  distributed  to  each  and  every  city 
employee  and  retired  member  through  their  respective  departments  and  organization. 

The  annual  Sign-Up,  or  the  opportunity  to  transfer  from  one  plan  of  the  System 
to  another  has  been  made  more  flexible.  The  exemptions  from  Health  Service  coverage 
has  been  streamlined  and  the  rules  now  are  more  realistic.  Additional  improvements 
are  on  the  agenda  of  the  sub-committee  for  the  near  future  to  further  stroamline 
procedures  making  it  simpler  for  the  employees  to  claim  their  exemptions. 
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CLAIMS  DI7ISI0N 

There  exists  a  very  close  control  in  the  claims  division  which  has  proTsn 
beneficial  in  the  processing  Jind  payment  of  medical  claims,  A  veiy  definite  inn 
provement  has  been  made  in  the  past  year  in  the  evaluation  of  medical  claims. 
The  close  cooperation  with  the  San  Francisco  Medical  Society,  the  Eqiiitable  Life 
Assurance  Society  (our  major  medical  carrier)  has  made  the  Sjystem's  job  easier 
and  the  quality  of  medical  billing  has  definitely  improved. 

Major  medical  payments  have  continued  to  be  substantial  and  more  members  and 
their  dependents  have  written  to  the  Board  and  to  the  System  expressing  their  thanks 
for  the  prompt  payment  of  such  claims  and  for  the  Board's  foresightedness  in  obtain- 
ing catastrophic  coverage  for  members  and  their  dependents. 

PUBLIC  HEARIHG 

In  accordance  vLth  Charter  provisions,  a  public  hearing  was  held  in  January 
1969.  Members,  organizations  and  interested  people  were  there  to  present  their 
views,  comments  and  or  complaints  at  the  public  meeting.  Representatives  from  the 
alternate  plans  -  Plan  II,  Kaiser  Foundation  Health  Plan;  Plan  IV,  Bay  Medical 
Group  and  the  Eqtd table  Life  Assurance  Society,  have  made  the  Sijrstem's  job  easier 
and  they  were  in  attendemce  at  the  public  meeting  to  review  the  past  year  and 
prepare  for  the  future.  Our  actuary,  Mr,  Juan  B.  Rael,  Jr.,  presented  his  statistics 
and  the  President  of  the  Health  Service  B  card,  reviewed  the  activities  of  the  year. 
The  Executive  Director  and  the  Medical  Advisor  were  both  present  to  answer  any  ques- 
tions relative  to  the  operation  of  the  System. 

A,  mer  handful  of  people  appeared  at  the  Board  of  SupearTisors  committee  room  in 
January  1968  for  the  public  hearing.  Employee  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  progress  made  in  the  past  year.  The 
Board  vras  asked  to  hold  down  costs  if  possible  and  not  increase  the  contribution 
rates.  The  Board  informed  the  organizations  they  would  do  their  utmost  to  keep 
costs  down  but  still  had  considered  increasing  benefits  and  explained  to  all  present 
the  plans  for  the  integration  of  the  Siystem  with  Federal  "Medicare",  The  passage 
of  Proposition  'F'  in  November  1961  election  indicated  the  rates  would  be  held  down 
due  to  the  City  assuming  more  of  the  costs. 

ACTUARIAL  STUD! 

A  actuarial  study  was  made  by  the  firm  of  Rael-Letson,  and  was  reviewed  by  the 
Health  Service  Board  prior  to  its  adoption  and  the  Board's  recommendation  for  pay- 
ment of  such  contractual  work.  The  actuarial  report  for  the  year  1967-1968  was  sent 
to  your  Honor  for  review. 

SPGGESTIONS 

Notices  should  be  forthcoming  from  other  departments  when  employees  go  on  leave 
without  pay,  sick  leave,  resign  or  are  suspended.  It  makes  it  difficult  to  obtain 
money  from  members  when  they  are  away  from  the  job  and  particularly  employees  of  the 
San  Francisco  Unified  School  District  \iho   go  on  maternity  leave,  child  care  leave 
and  never  return  to  their  positions.  It  is  sometimes  many  months  after  they  are 
away  when  we  are  notified  by  the  Minutes  of  the  School  Board  that  they  have  resigned 
euid  in  maiQr  cases  the  monies  owed  to  the  System  are  lost.  Better  commxini cations 
are  needed  in  these  cases  to  protect  the  City  on  lost  contributions  and  also  to 
protect  the  member  so  that  his  or  her  medical  claims  can  be  paid. 
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STATISTICS 

The  Health  Service  Board  has  * lived  within  Its  original  budget'  with  the 
following  exceptions t 

Revenues  estimated  by  the  ^stem  for  the  Fiscal  Year  were  exceeded  due  to 

(1)  an  increase  in  membership  not  anticipated  when  the  budget  was  prepared 

(2)  a  decided  increase  in  dependents  and  families  through  marriages,  births  and 
eidditions  in  the  annual  sign-up  period  and  (3)  payment  of  delinquent  contributions 
by  those  on  leaves  without  pay  and  on  terminal  leaves.  The  additional  revenue  wag 
made  available  by  the  Controller  for  payment  of  medical  bills  incurred  in  the  fiscal 
year  and  which  will  be  paid  out  of  this  available  money  in  the  ensuing  fiscal  year. 
This  is  a  continuing  operation  for  the  System  and  other  health  plans  whereby  medical 
bills  are  not  received  in  the  period  of  the  medical  service  but  in  ensuing  months. 
This  keeps  the  accoimting  of  funds  accurate  and  statistics  can  reflect  the  true 
status  of  revenues  and  expenditures  by  charging  the  medical  payments  against  the 
period  of  service. 

t  CONCLUSIOW   "^-^  i4i  ii*^  wi  -Av  *, 

Payments  for  the  year  1967-1968  for  medical  claims  approximated  $5,700,000,00, 
plan  I  (city  plan)  payments  were  over  $2,000,000,00  for  the  basic  benefits  and 
$760,000.00  for  major  medical  catastrophic  benefits.  Plan  II,  Kaiser  Health  Plan 
received  in  excess  of  $2,600,000,00  \^le  Plan  IV,  Bay  Medical  Group,  received  over 
$l23,000o00.  The  ^stem  receives  in  excess  of  $200,000.00  in  direct  payments  over  the 
covmter  representing  resigned  members,  their  dependents,  retired  members  who  are  unable 
to  pay  by  means  of  payroll  deduction  and  for  members  of  various  types  of  leaves  without 
pay.  The  Third  Party  Liens  accounted  for  some  $10,000,00  representing  monies  recovered 
by  the  ^stem  ii^ere  other  mediceil  coverage  exists  on  accident  cases.  This  is  only  for 
Plan  I  basic,  as  Major  Medical  insurance  cannot  be  legally  subrogated.  Third  Party 
Liens  were  discontinued  in  July  in  the  best  interests  of  the  System  and  its  membership. 

The  alternate  plans  -  Plan  II,  Kaiser  Foundation  Health  Plan,  Plan  IV,  Bay 
Medical  Group  and  Equitable  Life  Assurance  Society  (Major  Medical  carrier)  have  been 
paid  for  the  fiscal  year  1967-1968,  We  are  still  paying  for  Plan  I  basic  benefit 
claims  as  many  are  incurred  in  May  or  June  and  will  not  be  billed  \intil  July  or  even 

later.  ^^^J^s£f^ 

.  tap  thm  Bity  *r 

Finally,  the  three  plans  of  the  System  available  for  members  and  their  families 
provide  the  active  and  retired  '=;mployees  and  their  dependents  a  wide  choice  of  benefits 
within  the  financial  means  of  {^ambers  of  the  ^stem. 

We  have  in  the  System  in  excess  of  60,000  members  and  their  dependents  and  with 
some  5,000  members  being  over  the  age  of  65  the  past  year  have  found  many  changes 
necessary  to  offer  supplemental  benefits  to  those  in  Medicare.  Many  changes  in  the 
coverage  under  all  plans  of  the  Siystem  were  made  due  to  the  inception  of  the  Federal 
Medicare  and  the  Board  is  continually  reviewing  the  benefits  under  the  System  to 
incorporate  supplemental  benefits  to  Medicare  at  the  lowest  possible  premium.  The 
Board  at  this  time  has  changed  the  supplementation  to  Medicare  which  revised  plan 
will  be  explored  and  commented  on  in  the  forthcoming  Annual  Report  for  the  Fiscal 
Tear  1968-1969 

To-  :.^  jo«nJ  im  "mmnv.     ^sp®°*^"'^lly  submitted. 


LTLE  J.  O'CCNNELL 
August  23,  1968  EXECUTIVE  DIRECTOR 
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The  Health  Service  ^stea  was  eatahUshed  in  March  1937  b/  Charter  Aaendiattit  aad 
hu  bc«n  In  full  operation  einee  October  1938*  The  eonatitutionalltiy  and  legalj.ty 
of  oonpolaoKT'  mcobership  hae  been  eatahliahed  in  the  eourts.  Thmo^ioat  the  yeera 
there  has  been  a  eonsiatent  pattern  of  porosreealve  ehaoge  in  the  Sjjrsten  wi^ 
iatprovements  in  b@»af1.ts  for  Mobers  and  their  dependante  and  aeeeaaaxy  (Auages  in 
contribution  rates  to  Bwet  the  inereaaJijog  ooata  of  laedioal  servioes. 

The  original  plan  paxwided  for  pajTmant  by  the  Health  Service  Syatoa  for  its 
nettbers  for  services  by  doctors,  laboratories  and  hospitale.  Caaanwiag  in  1947 
three  additional  alternate  plana  of  laedioal  care  veire  added:  Plan  I,  its  oun 
Medlcal-Hoopital  Pianj  Plan  II,  the  Kaiser  Health  Foaidation  Planj  Plan  in,  the 
Ray  E.  Harria,  M.D.  and  Staff  Plaaj  and  Plan  IV,  the  Bay  Medical  Plan,  Dr.  Ri^  E. 
Harris,  sdoinistratMr  of  Plan  HI,  died  in  196^  and  the  !aflEabers  azad  dependants  la 
that  plan  \»r&  given  the  opportunity  oi'  transferring  to  cue  o£  the  other  plana  (if 
the  Sjfstfm, 

Charter  Aoendiaent  Proposition  'K'  was  approwed  on  Hoveanber  5,  1957  ly  the  •leetorate 
and  raUfied  on  Februaxy  5,  1953.  Ihis  places  in  operation  Qhanges  in  the  Health 
Service  System  lAdch  were  the  ottt^roiith  of  the  efforts  of  the  Coeadttee  to  iaqsrwve 
the  Health  Service  Sjyatffin  and  the  1956  Coeaaittee  to  investigate  the  Health  Service 
^jrstam  appointed  by  His  Honor,  the  Mayor,  and  the  contijjued  effoi^  of  City 
Qsaqjloyees  and  esioplcyee  organizations  dedicated  to  providing  the  active  and  retired 
anqjloyees  of  the  City  of  Sm  Francisco  and  their  dqj^QdaQts  uith  a  coBqxr^Moalvv 
as  wall  as  sound  plan  of  siedical  and  hospital  benefits.  These  benefits  provided 
thea  with  protection  against  exigencies  uhioh  ean  befall  anyooe  at  azqr  tiaa  doe  to 
iUaeaa  or  injtxry. 

The  Health  Service  Board  that  took  office  tnder  the  Revised  Charter  provisiana 
iflmediataly  directed  its  attention  to  policy  Matters  dealing  with  the  reorganisjation 
of  ti»  ^stera  end  with  the  benefits  of  the  variooa  Plana  and  their  rate  struct)tt«« 

Again  in  Novaaber  1969  Proposition  •?•  was  submitted  to  the  j^eople  and  uaa  paased 
by  a  substantial  vote.  Tbie  pn^xwition  provided  for  the  City  and  Coimty  of 
San  Francisco  to  absorb  the  admlniatjratlvo  expanse  of  the  Health  Service  S^tem 
which  was  fo«aeriy  paid  by  emplayeea  and  their  dependents.  An  additional  cost  of 
coverage  of  retired  members  was  alao  defrayed  \^  the  City  in  the  paasago  of  Prop^ 
sitioQ  *F*.  This  feature  is  unique  in  health  coverage,  \4aer«by  the  retired  member 
pays  the  sane  aiacuat  as  the  active  uox&ing  acober  although  hia  costs  are  actuarially 
ocBputed  at  three  ocr  four  times  aa  much. 

The  Health  Service  Board  was  roqiiasted  early  la  Daceiaber  1968  to  ccmsider  the 
inclusion  of  Calif ojpnia  Pfeyaifldans*  Service.  Several  hundred  eiqploorees  signified 
their  desire  to  have  this  new  pregrem,  and  it  was  adc^yted  by  the  Haalth  Service 
Board  to  become  effective  July  1,  1969.  Some  six  thousand  are  now  enrolled  in  the 
new  plan. 

Tho  praaant  Health  Service  Board  is  ccmposed  of  the  foUowingt 

Hr.  frork  J.  Collina,  employee  oeober,  Departmaat  of  Public  Works;  Mr.  Donald  J, 
^ook.  Insurance  OfiUcial,  West  Coast  Viaaoger  of  the  Qraap  division  of  the  Aetna 


Uf©  Insanmca  ConspaAsrj  Mr.  Th<»ae  A.  'Soaa&y,  Deptttiy  City  Attoraeyj  Abarahaa 
Bornatein,  M.D,,  practicing  jdiysioian  aad  surgeoo,  appointed  b/  HiB  JJonor,  th« 
Mayor,  as  waa  Mr.  Donald  J.  HoCookj  Mrs..  Dorothy  von  BeroidlagMi,  Cbainaan  of 
the  Fiaawe  CcjoBittao  of  the  Board  of  3iipervi6<»^3;  Mr.  Patrick  M,  Bnwaa,  aa 
nploiTee  nwBibar  of  the  R«cr«atlott-Park  Hapartjaafttj  Mr,  Thonas  W.  MeQwith,  an 
w^aye9  lumber  of  the  Municipal  Bailway.    Dr.  Abrahaa  Bamatodn  ia  eurrantly 
aeiving  a»  Preaid«at  of  the  Board  for  tha  saeood  tar», 

mmMimm 

The  Health  Service  Board  continaae  to  anirvay  the  soeda  of  tho  ^-stem  and  haa  dona 
so  throu^  coBBnitteea  of  Hhb  Board  who  rapcart  back  to  tha  ftall  Board  of  ita 
racanaatidBtions.  Tha  financial  reports  are  audited  daily  hy  the  Controller's 
staff  and  throu^  the  aadiw  of  tha  KLoctroBic  Oata  Proceaaing  Sj/atm  tAer^hy  aaoh 
tronaactiow  nuat  be  alaarad  througji  proijraaBlng,  iteviaad  tables  of  organiaatlao 
have  baan  aRMwed  and  abow  the  poaltioii  of  the  Sjratesa  and  the  iooroase  naaded 
last  yoar  for  the  added  reapgoaibility  in  adadniataring  tha  Madieare  aacpplmaoKt-' 
ation  to  the  eity*a  retired  oMoibers  aad  thsir  fanUlee. 

Tha  Stystem  is  ccatinuously  laakiag  progress  taader  the  new  regine  and  has  beM 
paying  nedioal  bills  we^dy  since  October  I960.  The  Medical  Adviaor,  Br.  Jaaea  T« 
Fitagerald,  has  been  diligaotly  reviewing  claima  and  the  Board  is  well  plaaaed  with 
J>T,   ?itiBgorald»a  appoiataant.  Claixas  contloae  heavy  not  only  as  to  tha  amcunta 
involved  bat  as  to  the  voltoes  handled.  With  scais  thousand  or  more  warrants  heine 
sect  out  weekly,  the  filing  situation  is  becanlng  cusbersoae.  Ea<A  proceaeor  la 
responsible  for  prooeesing  claiaa  aaaigned  by  the  Claims  ajpervisor  and  the  flllag 
is  being  aacQiBpliahad  Ijr  tanponuy  help.  The  filing  in  the  past  year  has  fe©«^ 
accottplished  ly  th©  addition  of  Youth  Program  yoongaterB  and  the  ^yatao  has  bean 
moat  fortunate  in  getting  high  calibre  perso«inel  to  perforsi  this  fonetian. 

MamgRaiip  divisiqh 

There  has  beon  a  complete  i^organiaation  of  the  Maabership  Division  necessitated 
fcy  promotions  and  dua  to  others  leading  city  aervice.  The  BDP  (Electronic  Data 
Processing)  concept  has  atreasilia*a  certain  phases  of  nwibership  woofc  and  the 
prograia  ooctlm»s  to  make  changes  aoath  by  aonth.  Mo(re  liaaon  work  exists  «w 
between  the  Membership  Division  awi  the  EDP  cowDepfc  and  closer  sttparviaion  ia 
,nflJTi^a^y><>H  over  all  msabarabip  prograam* 

The  Bjoecutive  Director,  the  Head  Accountant  and  all  MesBbarship  porsoonel  have 
been  subjected  to  courses  and  indoctrlnatloa  and  in  the  Electronic  Data  Processing 
concept  aod  are  acquainted  with  certain  coding  and  special  worit  performed  by  that 
unit  and  have  integrated  records  and  prograaa  with  tha  KDP  progroaa  diangoa. 

The  Health  Service  Board  through  its  Rales  and  HegulaUons  Coondttee  has  completely 
rouritton  the  Rules  and  Regulations  for  the  ^stan,  copies  of  \Aich  wore  sent  to 
the  Mayor's  Office,  tJ»  Boax^  of  Supervisora  and  distributed  to  each  doportaant 
and  organizatioo* 

The  annual  Sisa-Op,  or  the  opportunity  to  transfer  from  one  plan  of  the  ^stao  to 
another  haa  hem  made  more  flexible.  The  exemptiaaa  ffrm  Health  Service  coverage 
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hAvo  been  atreostliaed  and  t^  rules  now  are  mc]ie&  roelistio.    IzapgrarracBbnt  v&&  laada 
lAte  Ia  1966  to  stroatollne  tho  QxeumptiaQ  prograBi»  autkiag  it  aorv  simpler  for 
BMBtbttrs  to  deolaro  thair  vxaaptlca^, 

Th^TQ  exists  a  v»zy  close  control  in  tho  elains  division  %«hieh  haa  provoi  ben«flel«l 
in  tho  prooej93lj3^  azul  pe^nMnt  of  oodiosl  cleias.     A  vory  definite  i^pro7«a«nt  has 
be<m  made  In  the  past  yctar  in  tiaa  ovaluation  of  aedleal  olalxaa.    The  eloee  eoopeiw 
ation  with  the  San  Pranoisoo  Medical  Society,  the  Equitable  liLfe  Aasorance  Society 
(our  atajor  medical  carrier)  has  laade  the  System's  Job  easier  and  the  quality  of 
medical  biliing  has  definitely  improved* 

Major  ]»edieal  p^jnoaats  have  continued  to  be  substantial  and  more  moeibers  and  their 
dependents  have  written  to  the  Board  and  to  the  £trstem  ecxpressiag  their  thanks  tat 
the  prooapt  payment  of  such  olaims  and  for  tho  Board's  forssifihtedtoess  in  obtainiaf 
eatastz^ophic  coverage  for  iaaabera  ax^  their  dependeota* 

misfi  mmm 

In  accordance  wltli  Charter  provisiomst  a  public  hearing  was  hold  in  January  1969* 
Masabers,  ox^oniaations  and  interests  people  were  there  to  present  their  views, 
c<ig]sitenta  and/or  complaints  at  the  public  meeting*  R^nresentatives  Trasa.  the 
alternate  plans  -  Flan  11,  Kaiser  Foundation  Health  idan;  Flan  IV,  Bay  Medical 
Qroup^and  the  Equitable  Life  Assurance  Society,  hove  made  the  ^stara*8  job  easier 
and  thay  were  in  attendan<^  at  the  public  meeting  to  revlev  the  past  year  aid 
prepare  for  the  fliture.  Our  aetuazy,  Mr.  Juan  B.  Rael,  <Jr*,  presemted  his 
statistics  and  the  President  of  the  Health  Service  Board,  reviewed  the  aetivities 
of  the  year.  The  Executive  Director  and  the  Msdioal  Advisor  VKr9  both  prss«at  to 
answer  aaay  questions  relative  to  the  operation  of  the  Sjystem* 

A  mere  handful  of  poople  appeared  at  the  Board  of  Supervisors  eommittee  room  in 
January  1969  for  the  publio  hearing*  fia^oyee  organizations  thanked  the  Board  for 
the  efficient  operation  of  the  System  and  the  prt^ress  made  in  the  past  year*  The 
Board  was  asked  to  hold  down  costs  if  possible  and  not  increase  the  contribution 
rates.  The  Board  informed  the  organizations  they  would  do  their  utmost  to  keep 
costs  down  but  still  had  considered  increasing  benefits  end  explained  to  all  present 
the  plans  for  the  integration  of  the  ^stem  with  Federal  "Medicare".  The  passege 
of  Proposition  *P*  in  HovsDbar  1961  eleotiom  indicated  the  rates  would  be  held  down 
due  to  the  Cil^  assonlmg  ac»ra  of  the  eoets* 

in  actuarial  study  was  made  by  the  flm  of  KaaU-Ietson,  and  was  reviewed  cy  the 
Health  Service  Board  prior  to  its  adoptic^i  and  the  Board's  reconnendation  for  pay- 
ment of  such  contractual  work.  The  actuarial  report  for  the  year  1968-1969  was 
•eat  to  your  Honor  for  review* 

Hoticoa  should  bo  forthcoming  from  other  departmeuta  'b^en  enrployses  go  on  leave 
without  pay,  sick  leave,  resign  or  are  snispooded.  It  makes  it  difficult  to  obtain 
money  from  mambers  vi^en  they  are  away  £r«m  the  job  and  particularly  eeoplcyees  of 
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the  San  Pr'^'icisco  Unified  School  District  \^o  go  on  zaatomity  Idav©,  child  ca.ro  loave 
and  nevor  return  to  thoir  positii^^s.    It  ia  sas£$tinos  maiay  suseiths  aftor  tbay  &re  aui^y 
when  ue  are  notified  l^  the  I-ticuteii  of  the  School  Board  that  thegr  have  reaigoed  and 
in  raar^y  caaos  tho  monios  owod  to  the  ^yst^n  &r@  lost*     Bettar  coBBaxDieatiotis  ars 
nd@dod  in  these  oases  to  pr^^tect  the  Cit,7  on  lost  oontributioofi  and  aleo  to  proteet 
the  mcsab^v  so  that  hia  or  bar  inediGal  el  aiiss  oan  be  paid. 

The  liealth  Sazvioe  Board  hAs  'lived  \iltdiln  its  origiaal  budget*  with  the  fcOIoulng 
exceptional 

Revenues!  ostiiaated  'ay  the  %-3tem  for  tho  Fiscal  Year  were  exceeded  due  to  (1)  an 
ixioreairie  in  ffiombership  not  anticipated  when  the  budget  w^  prepared  (2)  a  decided 
izusreustae  in  depoodonts  and  faoiliess  throui^  xoarrlagee,  birthe  bM  additione  in  the 
atuQual  slgiy^ap  period  and  (3}  peg^oaat  of  delinqoflet  eontril:utiGa3  hy  those  <m  leaves 
withoat  p^  and  on  teziainal  loaves.    The  additional  rovenue  was  laade  available  b^ 
the  Controller  tar  payatmt  of  aedieal  bills  ineorred  in  the  fiscal  year  and  iMeb 
\dll  be  paid  out  of  this  available  aoney  in  the  oneuing  fiscal  y&er.    This  is  a 
eantinaing  operation  for  the  ^sten  and  other  health  plana  uhoi«b7  s^adioal  bills 
are  not  received  in  tho  period  of  the  aia<3ical  service  but  in  ^isoine  lacnths.    This 
keeps  the  aocounting  of  Aiada  aocux«,te  end  statistlea  oan  reflect  the  tonxe  status 
of  revenues  ond  expenditurea  bar  charging  the  medioal  payaaDts  agalaat  the  period 
of  service. 

Paynenta  for  tho  vear  1968-1969  for  medical  olalaas  approsdaated  $6,200,CX)0,00. 
Plan  I  (Cily  plan)  peytamtB  were  over  $2,CX)0,000,00  for  the  basic  benefits  and 
$850,000.00  for  zoajor  laadloal  catastrophic  benefits.     Plan  II,  Kaiser  Health  Plan 
received  ia  oxcess  of  $2,900,000.00  while  Plan  IV,  Bay  Medical  Qroup,  received  over 
#127,000,00.    The  3gv%&Bi  receives  in  escoeaa  of  $200,000.00  in  direct  piQmBnts  omr 
the  counter  representing  resigned  aerabera,  their  dependenta,  reared  Bionbers  who 
are  unal^e  to  pay  by  aeans  of  pegrroll  deduction  and  for  mesabers  of  vasdous  tgrpos  of 
leaves  without  pay. 

The  alternate  plans  -  Flan  II,  Kaiser  Foundaticffi;  Health  Plmi,  Flan  IV,  Bey  Medical 
Group  and  Equitable  Zdfe  Assurance  Society  (stajor  medical  carrier)  have  been  paid  for 
the  fiscal  year  1968>»1969.    We  are  still  paying  for  Flan  I  basic  benefit  claiias  as 
Baoy  are  Ineuanred  in  May  or  3mie  and  will  not  be  billed  until  J^aly  or  even  later. 

Finally,  the  Ccur  plans  of  the  ^tem  available  for  taenibsrs  and  their  fsEdlios  provide 
the  active  and  retired  emplcy«es  end  their  dependents  a  wide  choice  of  benefits  witMn 
the  financial  sieana  of  ateabera  of  the  Systoa, 

We  have  in  the  S^tcra  in  eocoesa  of  60,000  laeeabers  and  their  dependents  and  with  sosM 
5,000  menbers  boin^  over  the  age  of  65  the  past  year  have  found  naaay  changes  necessary 
to  offer  3upi%Lenental  benefits  to  those  in  Medicare,    Many  changes  in  tho  ocvem^ 
under  all  plans  of  the  ^stam  were  taede  due  to  the  inoeptioai  of  the  Federal  Medicare 
and  the  Board  is  eantlnuolly  reviewinG  the  benefits  under  the  S^tea  to  incoarporate 
st^jplceantal  be  nefits  to  T4edieare  at  the  lowest  possible  preoitau    Tho  Board  at  this 
tin*  has  changed  the  suppleoiantatiaa  to  Medicare  which  revised  plan  will  bo  explored 
and  coBBvanted  on  in  the  forthcoming  i^nnual  Bepovt  for  the  Flecsl  Zear  1969-1970, 

B&spocti\illy  sttixaitted, 

Septflober  11.,  196^'  iXLE  J.   O'CaWJJELL 

"  *•  •  ^2U3CmiVT.  DIRi:CT(Xi 
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The  Health  Service  System  was  esta'Dlished  in  March  1957  "by  Charter 
Amendment  and  has  been  in  full  operation  since  October  1958.   The 
constitutionality  and  legality  of  compulsory  membership  has  been 
established  in  the  courts.   Throughout  the  years  there  has  been  a 
consistent  pattern  of  progressive  change  in  the  System  with  many 
improvements  in  benefits  for  members  and  their  dependents  and 
the  necessary  changes  in  contribution  rates  to  meet  the  increasing 
costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System 
fcr  its  members  by  doctors,  laboratories  and  hospitals.   Commencing 
ir  19^7  three  additional  plans  for  medical  care  were  added:  Plan 
II,  Kaiser  Foundation  Health  Plan:  Plan  III  ,Bay--Ewfiarris,  adminis- 
trator of  the  Plan,  who  subsequently  died  in  1964  and  the  members 
of  that  plan  were  afforded  the  opportunity  of  transfering  to  any 
of  the  existing  plans  of  the  System.   The  third  plan  to  be  added 
ir"  1947  was  Bay  Medical  Group,  known  as  Plan  IV.   These  added 
medical  plans  rounded  out  a  well  diversified  medical  coverage  along 
with  our  own  Plan  I,  known  as  the  City  plan. 

Charter  Amendment  proposition  'K'  was  approved  by  the  voters  on 
November  5 ♦1957  and  ratified  on  February  5,1958.   This  charter 
amendment  places  changes  in  the  System  and  were  the  outgrowth  of 
the  efforts  of  the  Committee  to  improve  the  System  and  in  1956  a 
Committee  was  appointed  by  His  Honor,  the  Mayor  to  investigate  the 
Health  Service  System.   The  Committee,  the  members,  the  employee 
or^ganizations  dedicated  themselves  to  provide  the  active  and  retired 
employees  of  the  City  and  Coiinty  of  San  Francisco  and  their  depend- 
ents with  a  comprehensive  as  well  as  sound  plan  of  medical  and 
hospital  benefits.   These  benefits  provided  them  with  protection 
against  emergencies  and  other  exigencies  which  can  befall  anyone 
at  any  time  due  to  illness  or  inj\iry. 

The  Health  Service  Board  that  took  office  under  the  Revised  provis- 
ions immediately  directed  its  attention  to  policy  matters  dealing 
with  the  re-organization  of  the  System  and  with  the  benefits  of 
the  various  plans  and  their  rate  structures. 

Again  in  November  1969  proposition  'F'  was  submitted  to  the  people 
and  was  passed  by  a  substantial  vote.   This  proposition  provided 
for  the  City  and  County  of  San  Francisco  to  absorb  the  administrative 
expense  of  the  Health  Service  System  which  was  formerly  paid  by 
employees  and  their  dependents.   An  additional  cost  of  coverage 
of  retired  employees  was  also  defrayed  by  the  City  in  1he  passage 
of  proposition  'F'.   This  feature  is  xinique  in  health  coverage, 
whereby  the  retired  member  pays  the  same  amount  as  the  active 
working  member  although  his  costs  are  actuarially  computed  at  three 
or  four  times  as  much. 

The  Health  Service  Bot-rd  was  requested  early  in  December  1968  to 
consider  the  inclusion  of  California  Physicians'  Service  as  a  new 
plan.   Several  hxindred  employees  signified  their  desire  to  have 
this  new  medical  program,  and  it  was  adopted  by  the  Health  Service 
Board  to  become  effective  July  1,1969.   Some  six  thousand  are  now 
enrolled  in  the  new  plsm  as  of  this  reporting  date. 
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THfc  HEALTH  SERVICE  BOARD 

.The  present  Health  Service  Board  is  composed  of  the  following: 
Mr.  Frank  J.  Collins,  employee  member,  Department  of  Public  Works: 
Mr.  Thomas  A.  Toomey,  Deputy  City  Attorney,  representing  tb.e 
City  Attorney,  Thomas  M.  0 'Connor ,: Abraham  Bernstein,  M.D.  a 
practicing  physician  and  surgeon,  appointed  by  His  Honor,  the  Mayor: 
Mrs.  Dorothy  von  Beroldingen,  Chairman  of  the  Finance  Committee  of 
the  Board  of  Supervisors:  Mr.  Patrick  M.  Breen,  an  employee  of 
the  Recreation  and  Park  Department,  newly  elected  President  of  the 
Board  on  May  15,1970,  replacing  Dr.  Abraham  Bernstein,  who  served 
two  terms  as  President:  Mr.  Thomas  W.  Mc  Grath,  an  employee  member, 
representing  the  Municipal  Railway.   Mr.  Donald  J.  Mc  Cook,  an 
insurance  official  of  the  Aetna  Life  Insurance  Company  served  until 
May  1970,  an  appointee  of  His  Honor,  the  Mayor:  and  was  replaced  at 
a  later  date  by  Robert  E.  Hassing,an  insurance  executive,  appointed 
by  His  Honor  the  Mayor  for  a  five  year  term. 

REORGANIZATION 

The  Health  Service  Board  continues  to  survey  the  needs  of  the 
System  and  has  done  so  through  its  committee  structure.   The  various 
committees  meet  at  the  call  of  the  chair,  and  report  back  to  the 
full  Board  at  the  regular  or  special  Board  meetings.   The  financial 
reports  are  audited  daily  by  the  Controller's  staff  and  through 
the  media  of  the  Data  Processing  Center  each  transaction  must  be 
approved  and  cleared  through  comprehensive  programming.   Revised 
tables  or  organization  have  been  approved  and  show  the  position 
of  the  System  and  the  increases  need  to  operate  with  the  added 
responsibility  of  administering  the  Medicare  supplementation  to 
the  city's  retired  members  and  their  families. 

The  System  is  continuously  making  progress  under  the  new  regime 
and  has  been  paying  medical  bills  on  a  weekly  basis  since  Qctober 
19^0.   The  Medical  Advisor,  Dr.  James  T.  Fitzgerald,  has  been 
diligently  reviewing  medical  claims  and  the  Board  is  well  pleased 
with  Dr.  Fitzgerald's  appointment.   The  voliime  of  claims  has 
considerably  increased  in  the  past  year  both  as  to  the  niimber  of 
claims  and  the  dollar  amount.   With  some  thousand  or  more  warrants 
being  sent  out  weekly,  the  filing-  situation  in  the  office  is 
becoming  quite  cximbersome.  Each  processor  is  responsible  for 
the  processing  of  claims  assigned  by  the  Claims  Supervisor  and 
filing  is  accomplished  by  means  of  temporary  help  and  or  the  use 
of  overtime  funds.   Filing  tnx  the  past  year  was  augmented  by 
UoingYouth  Program  younsters  and  the  System  has  been  most  for- 
tunate in  obtaining  high  calibre  personnel  to  perform  and  learn 
this  function. 

MEMBERSHIP  DIVISION 

There  has  been  a  complete  reorganiaztion  of  the  Membership  Divis- 
ion necessitated  by  promotion  and  due  to  other  employees  leaving 
city  service.   The  Data  Processing  Center  has  helped  to  stream- 
line certain  membership  fimctions  and  each  year  new  inovations 
are  put  into  practice.   A  weekly  screening  committee  meeting  is 
held  with  the  personnel  of  the  Data  Processing  Center  to  be 
briefed'  and  to  make  recommendation  for  the  successful  operation 
of  the  electronic  data  as  pertains  to  the  Health  Service  System. 
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^he  Executive  Dirr.ctor,Head  Accountant  and  all  of  the  staff  of  the 
Ilemtership  Division  have  been  subjected  to  courses  and  indoctrination 
in  the  Data  Irocessing  program  ard  are  acquainted  with  certain 
codings  and  special  work  performed  by  that  unit  and  have  integrated 
records  and  programs  with  the  Electronic  Data  changes. 

RULES  AND  REGULATIONS 

The  Health  Service  Board  through  its  Rules  and  Regulations  Committee, 
has  completelv  re-written  the  Rules  and  Regulations  for  the  System, 
copies  of  which  were  sent  to  the  Mayor's  Office,  the  Board  of 
Supervisors  and  distributed  to  each  department  and  organieation. 
In  addition  thereto,  some  forty  thousand  (^0,000)  cards  were  printed, 
both  sides,  excerpting  main  rules  of  the  System  for  handy  reference. 
These  cards  fit  neatly  in  purses  and  wallets  and  are  readily  access- 
ible for  immediate  review. 

The  open  period  or  annual  Sign-up,  the  opportunity  to  transfer  from 
one  plan  of  the  System  to  another,  to  declare  an  exemption  or  to 
lift  an  exemption  in  effect  and  enter  a  plan  has  tins  year  been 

'made  more  flexible.   Exemptions  are  now  handled  on  a  more  realistic 
basis.  Once  granted  by  the  Board  it  is  delcared  permanent  and 
remains  in  effect  until  lifted,  which  can  only  be  done  during  the 
annual  sing-up,  May  of  each  year.   There  is  one  excpetion  to  the 
exemption  rule,  that  of  an  exemption  for  religious  reasons,  which 
under  the  Charter  must  be  renewed  annually.  However,  this  does 
not  present  a  problem  for  there  are  only  thirty  one  of  these  types 

'out  of  a  total  of  2,100  exemptions. 

CLAIMS  DIVISION 

There  exists  a  very  close  control  in  the  claims  division  which  has 
/proven  beneficial  in  the  processing  and  payment  of  medical _ claims. 
The  process  clerks  are  being  moved  about  in  the  claims  division  and 
this  is  an  ideal  situation  from  an  accounting  stand-point,  ihey 
dont  become  too  familiar  with  certain  patients  files  and  this 
procedure  was  started  early  in  the  year,  prepartory  to  an  audit  _ 
by  an  outside  Certified  Accounting  firm.   This  closesness  m  claims 
pctivity  is  further  supplemented  by  an  excellent  working  arrange- 
ment with  the  Equitable  Life  Assurance  Society,  our  carrier  for 
the  Maior  Medical  portion  of  our  program.  The  liason  with  the  ban 
Francisco  Medical  Society  and  the  California  Medical  Association 
is  one  with  mutual  benefits  and  we  call  on  both  of  these  organ- 
izations from  time  to  time  for  advice  and  referral. 
Payment  of  claims  under  the  Major  Medical  or  catastrohic  portion 
of  Ilan  I  have  continued  to  be  substantial  and  more  members  and 
their  dependents  have  written  to  the  Board  and  to  the  staff  expres- 
sing their  thanks  for  the  prompt  payment  of  such  claims  and  lor 
the  Board's  foresightedness  in  obtaining  this  coverage  for  them. 
The  claims  are  unusually  higher  this  past  year  as  the  Board  had 
reduced  the  corridor  of  deductible  from  the  SlOO  deductible  to  one 
of  1^75.   The  Board  also  changed  the  life-time  limit  m  May  to 
S40,000  from  the  present  S20,000,  however  this  will  not  be  put  into 
effect  until  July  1,1970. 
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PUBLIC  HE/iinNG 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in 
ilanuary  1970.   Members,  organizations  and  interested  people  were 
])resent  to  offer  comments,  criticisms,  and  or  complaints  ^t  the 
public  meeting.   Representatives  from  the  alternate  plans,  namely 
Kaiser  Health  Plan,  California  Physicians'  Service,  Bay  Medical  and 
from  the  Equitable  Life  Assurance  Society  were  in  attendancex  at 
the  meeting  to  review  the  past  year  and  preview  the  year  ahead.  They 
Were  available  for  questions,  however  after  the  Board  reviewed  the 
year  in  detail  and  the  actuary  made  his  remarks  the  meeting  adjotirned 
early  as  those  present  seemed  to  be  satisfied  with  the  operations 
of  the  System. 

The  Executive  Director  was  called  on  to  answer  general  questions  and 
more  detailed  data  was  referred  to  him  at  his  staff  location. 

Employee  organizations  thanked  the  Board  for  the  efficient  operation 
of  the  staff  of  the  System  and  ttie  Board  for  considering  many  of  the 
improvements  recommended.  The  main  discussion  was  to  keep  costs  down 
if  possible,  however  it  was  the  opinion  of  all  present  that  medical 
costs  were  soaring  and  with  benefits  being  improved  the  members 
could  look  for  a  substantial  increase  in  all  plans. 

ACTUARIAL  STUDY 

An  actuarial  study  was  made  by  the  firm  of  Rael-Letson,  and  was 
reviewed  by  the  Health  Service  Board  prior  to  its  adoption  and  the 
Bleird's  recommendation  for  payment  of  such  contractual  work.  The 
actuarial  report  for  the  year  1969-1970  was  sent  to  your  Honor 
for  review. 

SUGGESTIONS 

The  Health  Service  Board  has  considered  for  some  time  the  taking 
over  of  the  Major  Medical  program  either  in  total  or  in  part. 
The  retention  and  costs  of  operating  the  major  medical  amount  to 
some  $50,000  annually  in  premi\ims.   Should  the  Board  feel  it 
would  be  profitable  and  possible  from  a  premium  savings  outlook, 
it  would  need  the  assurance  of  the  Mayor  and  the  Board  of  Super- 
visors that  additional  positions  would  be  established,  with 
desks  and  typewriters  for  each  at  a  cost  of  less  than  half  of 
what  is  now  being  paid  for  handling  of  claims  by  an  independent 
insurance  carrier. 

The  Board  is  also  contemplating  a  dental  program  and  could  handle 
the  pa;>Tnent  of  claims  at  the  same  time  as  other  medical  claims, 
ngain  with  the  same  proviso  that  it  would  be  less  expensive  to 
handle  this  program  ourselves  than  to  contract  the  prograim  out  to 
a  carrier.   This  would  require  an  additional  processor  or  two 
and  would  be  an  added  improvement  in  the  coverage  for  employees 
and  their  dependents. 

Better  communications  between  depaxtments  has  been  a  sore  spot  for 
years  and  a  central  office  for  mailing  and  for  publishing  of  memo- 
randums, chanpes  of  address  of  employees  would  greatly  help  not 
only  the  Health  Service  System  but  eliminate  a  'bottle-neck'  that 
now  exists  in  all  departments  of  city  government. 

It  is  sonietimes  months  before  the  System  is  informed  of  deaths, 
lay-offs,  military  duty  and  leaves  without  pay  and  is  difficult 
when  members  are  in  arrears  in  duen  to  get  full  medical  coverage. 


STATISTICS 

The  Health  Service  System  has  done  well  to  live  within  its  budget. 
The  revenues  estimated  when  the  budget  was  prepared  was  exceed  by 
actual  revnue  by  some  S^0,000.   However  at  the  same  time  the  claims 
to  be  paid  were  lander-estimated  by  some  1^100,000  due  to  the  increase 
in  members  and  families  in  the  year  past,  not  anticipated  when  the 
budget  was  prepared  and  the  higher  cost  of  medical  coverage  brought 
about  by  strikes  and  hospital  costs  going  sky-high.  Sufficient 
reserve  is  maintained  to  pay  claims  in  the  ensuing  year  that  were 
attributable  to  1969-1970.   The  System  must  maintain  such  a  reserve 
for  its  ins\irance  policy  is  \mique  in  that  claims  that  are  up  to 
a  year  old  will  be  paid  whereas  most  insurance  companies  cut  off 
at  three  months  and  most  at  six,  none  going  for  a  full  years  medical 
coverag:  from  inception  of  services. 

CONCLUSION 

Payments  for  the  year  1969-1970  for  medical  claims  approximated 
S7, 560, 000.   Plan  I  (city  plan)  payments  were  over  S2, 190, 000 
for  the  basic  benefits  and  S806,000  for  major  medical  catastrophic 
benefits.   Base  benefits  increased  by  24%  while  major  medical 
premiiims  decreased,  mainly  due  to  the  improvements  in  the  plan 
in  the  basic  phase  rather  than  the  major  medical  concept.   Plan  II, 
Kaiser  Health  Plan  contract  payments  totalled  over  S5,400,000,  up 
S500,000  from  last  year:  Plan  III,  California  Physicians  Service 
contraxt  payments  represented  an  outlay  of  $1,025,000  in  the  plans 
first  year  of  operation  as  a  city  plan  and  Bay  Medical,  Plan  IV, 
was  a  total  of  Il45,000  an  increase  of  some  Sl8,000  over  last 
year.  The  System  has  in  excess  of  800  members  who  pay  direct 
month  by  month,  not  currently  being  on  a  city  payroll  or  haveing 
resigned  and  paying  by  check  monthly  for  benefits.   The  exact  amoiont 
taken  in  by  direct  pay  is  not  known  as  this  is  now  all  infiltrated 
throught  the  Electronic  Data  unit  of  the  Controller, 

The  four  plans  of  the  System  made  available  for  members  and  their 
families  provide  the  active  and  retired  employees  and  their  dependents 
with  a  wide  choice  of  benefits  within  the  financial  means  of  the 
members  of  the  System.   Great  strides  have  been  made  in  the  program- 
ming of  benefits  for  retired  members  in  Medicare  and  the  Board  is 
continuously  reviewing  legislation  to  further  aid  these  members 
who  gave  dedicated  years  to  city  government. 

There  is  at  present  in  the  System  in  excess  of  65,000  members 
and  dependents,  an  increase  of  2,500  over  that  of  last  year. 
There  are  6,500  members  and  or  dependents  over  the  age  of  55, 
eligible  for  federal  Medicare  and  the  past  year  has  seen  many  chan^':es 
in  coverage,  rules  and  regulations  and  payment  of  claims  with 
'Medicare'  in  operation.   Many  more  hours  of  reviewing  'co-ordina- 
tion of  benefits'  with  'Medicare  and  other  types  of  insurance  has 
increased  the  work  load  of  the  staff  in  the  Medical  Division. 

The  Health  Service  System  is  not  presently  involved  in  capital 
programs. 

The  goal  for  the  future  is  (l)  handling  our  own  major  medical 
program  (2)  iniating  a  dental  program  (3)  other  improvements  in 
medical  coverage.   This  cannot  be  accomplished  without  additional 
help  and  equipment.  Plans  must  be  made  and  approved  prior  to  budget 
time  by  the  Mayor  and  Board  of  Supervisors  or  a  program  cannot  be 
a +;  tempted,  5-5 
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'The  Health  Service  %8tem  was  established  in  March  1937  by  Charter  Amenament 
I^d  ^s  been  In  full  operation  since  October  1938.  The  constitutionalxty 
^d  it^allty  of  co.pulsory  membership  has  been  established  in  the  courts 
S^oigh^t  the  yeL-s  there  has  been  a  consistent  pattern  of  progressive  change 
ifthe  System  with  many  improvements  in  benefits  for  members  and  their  dep- 
tSdents  iJd "hrneceSLy  changes  in  contribution  rates  to  meet  the  increasing 
costs  of  medical  services. 

The  original  plan  provided  for  payment  by  the  Health  Service  System  for  its 
members  brdoctors!  laboratories  and  hospitals.  Commencing  in  19^7  three 
additional  plLs  f^r  medical  care  were  added:  Plan  II,  Kaxser  Foundation 
H.^lth  Plan-  Plan  III  Ray  E.  Harris,  Administrator  of  the  Plan:  who  subse- 
q:fntly  dS;  I^'e^  and'the  members  of  that  plan  were  afforded  the  -V^^^T^ 
ity  of  transfering  to  any  of  the  existing  plans  of  the  System.  "^^  *^f  ^  *^ 
to  be  added  in  19^7  was  the  Bay  Medical  Group,  known  as  Plan  IV.  These  added 
ledica^  planTrounded  out  a  well  diversified  medical  coverage  along  wxth  our 
own  Plan  I,  known  as  the  City  Plan. 

Julv  1  1969  California  Physicians  Service  was  added  and  referred  to  as  Plan 
m   The  servtce  rendered  by  this  plan  was  superior  during  the  fxscal  year 
•ndlnc^une  l97r  Se  plan  ran  smoothly  until  February  of  1971  when  the 
:S^i^straLrs  of  th^t  plan  asked  the  Board  to  increase  rates  by  56J  effective 
Sa^ckl  1971!  This  of  course,  being  impossible  under  the  contract  between 
tS  city  and  the  California  P^sicians  Service,  was  the  beginning  of  plans 
bj  the  Wd  to  seek  a  replacSent  for  the  plan.  The  Board  -^\^-^^ ^^^^^^^ 
the  heads  of  the  California  Physicians  Service  that  effective  June  30,1971 
the  contr«|ct  would  be  terminated  and  not  up  for  renewal. 
The  contract  with  the  Equitable  Life  Assurance  Society,  the  Major  M«^i^^^ 
carrier  for  the  city  pSn  number  I  was  up  for  renewal  for  the  ensuxng  fxscal 
ySi  2d  the  rates  for  renewal  quoted  by  their  New  York  office  was  for  an 
InSe^e  of  355^.  Again  the  Board  and  its  actuary  felt  this  was  not  J^stxfxed 
and  s'ghfa  replacement  for  the  c^-rier.  This  being  -^J^Pi^^Jf '  ^J^^^^^*" 
officially  notified  the  Equitable  Life  Assurance  Socxety  that  the  contract 
would  be  terminated  as  of  June  30,1971. 

Charter  Amendment  proposition  'K'  was  approved  by  the  voters  on  November  5, 
1^  2d  r^tSied  on  February  5,1958.  This  ^^^--rT'^T\<^7::Jt::'rto 
In  the  System  and  they  were  the  outgrowth  of  the  efforts  of  the  Committee  to 
improve  the  System  and  in  1956  a  Committee  was  appointed  by  Hxs  Hj^°^'  ^^^ 
Mayor  to  investigate  the  Health  Service  ^stem.  The  Committee,  the  memoers, 
the  liployee  organizations  dedicated  themselves  to  provide  the  active  and 
reti^d  employees  of  the  City  and  County  of  San  Francisco  and  their  dependents 
with  a  comprehensive  as  well  as  sound  plan  for  medical  and  ^^^P^^J^.^^J^^J^^' 
These  benefits  provided  them  with  protection  against  emergencies  and  other 
e^gencies  which  can  befall  anyone  at  any  time  due  to  illness  or  injury. 

The  Health  Service  Board  that  took  office  under  the  Revised  provisions  immed- 
Ste?y^SecSI  Us  attention  to  policy  matters  dealing  with  the  re-organxzatxon 
of  tie  f^tem  and  with  the  benefits  of  the  various  plans  and  their  rate  structures. 

Again  in  November  196^,  proposition  'F'  was  submitted  to  the  P^°Pj^^^f  ^ 
pLsed  by  a  substantial  vote.  This  proposition  provided  for  the  City  and 
County  of  San  Francisco  to  absorb  the  administrative  expenses  of  the  Health 
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Service  System  which  was  formerly  paid  by  employees  and  their  depenaents.  An 
additional  cost  of  coverage  of  retired  employees  was  also  defrayed  by  rne  City 
in  the  passage  of  proposition  'F' .  This  feature  is  unique  in  health  coverage, 
whereby  the  retired  member  pays  the  same  amount  as  the  active  member,  who  xs 
still  working,  although  his  costs  are  actuarially  computed  at  three  or  four 
times  as  much. 

The  Health  Service  Board  was  requested  early  in  December  1968  to  consider  the 
inclusion  of  California  Physicians  Service  as  a  plan  and  had  several  hundred 
employees  sign  such  a  petition  as  provided  in  the  rules  and  regulations.  The 
remarks  cnncerning  the  addition  of  this  plan  are  outlined  in  paragraph  (3)  of 
page  (1)  of  this  report. 

THE  HEALTH  SEHVICE  BOARD 

The  present  Health  Service  Board  is  composed  of  the  following:  Mr.  Patrick 
M.  Breen,  employee  member,  Becreation-Park  Department::  Mr.  Thomas  A.  Toomey, 
Deputy  City  Attorney,  representing  the  City  Attorney,  Thomas  M.  O'Connor: 
Abraham  Bernstein,  M.D.,  a  practicing  physician,  appointed  by  his  Honor,  the 
Mayor:  Mrs.  Dorothy  von  Beroldingen,  Chairman  of  the  Finance  Committee  of  the 
Board  of  Supervisors:  Mr.  Dani«l  A.  Mc  Donagh,  employee  member,  representing 
the  Controller's  office:  Mr.  Harry  Paretchan,  employee  member,  representing 
the  Fire  Department  and  Mr.  Bobert  E.  Hassing,  an  insurance  executive,  an 
appointee  of  His  Honor,  the  Mayor.  Mr.  Patrick  M.  Breen  is  serving  as  Pres- 
ident of  the  Board,  and  at  this  writing  is  serving  his  second  term  as  Pres- 
ident. 

REOBGANIZATION 

The  Health  Service  Board  continues  the  survey  started  by  means  of  a  committee 
structure  to  improve  the  coverage.  The  various  committees  of  the  Board  meet 
at  the  call  of  the  chair,  and  rpport  back  to  the  full  Board  at  the  regular 
meetings  or  special  Board  meetings  as  called.  The  financial  reports  are 
audited  daily  by  the  Controller's  staff  and  through  the  media  of  the  Data 
Processing  Center  each  transaction  must  be  approved  and  cleared  through 
comprehensive  programming.  Revised  tables  of  organization  have  been  approved 
and  show  the  position  of  the  System  and  the  increases  needed  to  operate  with 
the  added  responsibility  of  administering  the  Federal  Medicare  supplementation 
afforeded  to  the  city's  retire*  members  and  their  families  eligible  for  the 
Federal  'Medicare'  program. 

The  System  is  continuously  making  progress  under  the  new  regime  and  has  been 
paying  its  medical  bills  on  a  weekly  basis  since  early  in  I96O  without  a 
single  weekly  delay.  Our  Medical  Advisor,  Dr.  James  T.  Fitzgerald,  has  been 
diligently  reviewing  the  medical  claims  and  the  Board  is  well  pleased  with 
Dr.  Fitzgerald's  appointment.  The  volume  of  claims  has  considerably  increased 
in  the  past  year  both  as  to  the  number  of  claims  and  the  dollar  ajnount.  There 
are  in  excess  of  a  thousand  warrants  mailed  each  week,  and  the  filing  situation 
in  the  offices  are  becoming  quite  cumbersome.   Each  medical  processor  is 
responsible  for  the  processing  of  claims  assigned  by  the  Claims  Supervisor 
and  the  filing  is  accomplished  by  means  of  temporary  help  or  by  the  use  of 
overtime  funds  or  both.  Filing  in  the  past  has  been  augmented  by  the  use  of 
Youth  Program  youngsters  and  the  System  has  been  most  fortunate  to  have  sev- 
eral capable  and  billing  workers.  In  the  past  year  however,  no  program  has 
been  available  and  filing  has  bogged  down  somewhat. 
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MKMRE5SHIP  DIVISION 
There  .^as  been  a  complete  reorganization  of  the  Membership  Diviaion  ^^^^j;^^--^- 
by  promotions  and  due  to  other  eoployeea  leaving  cxty  service.  ^^^^J-^JU'T^ 
inK  Center  has  helped  to  streamline  certain  -"^«-^^P/"-^i°"^,!f  ^^^^^^^^ 
new  inovations  are  put  into  practice.  A  weekly  screening  committee  ^eetxns   is 
h'd  wilh  the  persoLel  of  the  Center  and  recommendations  come  out  of  th^t 
Committee  to  make  it  a  successful  operation  as  pertains  to  the  Health  Service 

?hf S;cutive  Director,  Head  Accountant  and  all  of  the  staff  of  the  Membership 
SviSn  ha"  b^n  sub  ected  to  courses  and  iiuioctrination  in  the  work  of  the 
Dala  Socessing  Center  and  are  now  acquainted  with  the  codings  and  special 
I2^rk  Terfcrm^in  that  unit  and  the  records  of  the  System  have  been  integrated 
with  records  and  programs  of  the  Data  Center. 

RULES  AND  REGULATIONS 

The  Health  Service  Board  through  its  Rules  and  Regulations  Committee  has 
compKSly  r^itten  the  Rules  and  Regulations  for  the  System.  Copies  have 
been  sent  to  t^  Mayor's  Office,  Board  of  Supervisors  and  distributed  to  all 
d:;Lt:ents!  m  adLtion  thereto,  excerpts  from  the  f  ^-^-f/TiS'^' ' 
werTprinted  on  a  handy  wallet  6i|>ed  card  and  a  sscond  printing  of  W,000 
has  just  been  distributed. 

The  open  season,  May  of  each  year,  considered  for  sign-up  «f  Pjj;^"!',^^^^^^ 
and  additions  has  been  made  more  flexible.  Members  enrolled  in  the  California 
Systcii^sTervice  were  not  required  to  come  in  to  '^^ ^''HH^l^l^^' 
if  theY  transferred  into  the  Blue  Cross  Hospital  program,  which  supplanted 
the  CpI  pr^I^  in  July  1971.  This  meant  some  6,000  members  were  -t  required 
to  come  Ltfthe  office  unless  a  change  was  to  be  made  into  another  plan. 

Exemptions  are  handled  in  a  -ore  realistic  manner  and  now  -«  ^««^-^^  P^^^^" 
ent  until  the  artber  decides  to  lift  the  exemption  in  May  to  go  Ento  a  plan 
of  t^  System.  Certain  exceptions  are  made  also  for  those  out  of  the  county 
^r  o«  of  the  United  States  and  returning  the  a  plan  of  their  c^o"--^^- 
returnimr.  This  takes  care  of  teachers  on  leave  as  well  as  retired  members 
iho^nUle  to  use  the  Federal  'Medicare'  program  out  of  the  continental 
limits  of  the  United  States. 

CLAIMS  DIVISION 
There  exists  a  very  close  control  in  the  claims  division  which  has  been  proven 
b^ekciS  in  the^rocessing  and  payment  of  medical  claims  ^f  »«f  ^\P^^;^,. 
sonnel  are  shifted  about  in  the  division  and  this  proves  ideal  ^^°"  ^/^^°^f  " 
imt  stand-point.  They  dont  become  too  familiar  with  certain  membership  files, 
iS  thS  proced;re  was  inaugurated  early  in  the  ^^<^f^^/.^^^^^l^ZTZrT 
the  audit  made  by  an  outside  Certified  Public  Accounting  ^^-  ^^^^^^^^^^2! 
proved  most  satisfactory  for  in  the  past  year  funds  have  not  ^^^^  f  ^^^^^f 
able  for  audits  by  an  outside  source.  I^e  Equitable  Life  Assurance  Society 
has  had  its  auditors  in  the  System's  offices  on  several  occasions  to  audit 
the  records  to  ascertain  whether  payments  are  being  made  according  to  the 
contracts  and  that  the  employees  and  their  dependents  are  ^o°J^i^«- 
The  System's  Director  works  very  closely  with  the  California  Medical  Society 
and  the  San  Francisco  Medical  Society  and  the  mutual  ^"f.^l^t'^f^^^^^^^ 
the  System's  problems  and  that  of  the  doctor  has  been  satisfactorily  worked 
out  as  to  usage,  over-usage  and  current  fee  structures. 
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Payments  for  major  medicaJ.  or  catastrophic  oikims  under  city  Plan  I  are  most 
substantial  and  more  members  and  their  dependents  have  written  to  the  Board 
and  staff  expressing  their  thanks  for  the  prompt  payment,  and  consideration 
when  they  are  desperately  needed.  The  members  continue  to  thank  the  Board 
for  its  foresigntedness  in  obtaining  and  giving  to  the  employees  this  major 
medical  coverage.   The  claims  continue  higher  each  year  both  as  to  the  dollar 
amount  per  claims  and  the  number  of  individuals  who  find  it  necessary  to  file 
for  catastrophic  insurance.   As  mentioned  in  paragraph  (3)  Page  (l)  of  this 
report  the  Equitable  Life  Assurance  Society's  contract  was  terminated  on 
June  30,1971,  such  coverage  now  being  handled  by  the  Phoeaix  Mutual  Life 
Insurance  Company  of  Hartford,  Connecicut.  The  corridor  has  been  reduced  from 
$100  (deductible)  to  that  of  $75.00  and  the  coverage  is  now  up  to  $50,000, 
the  increase  from  last  years  $^,000.   With  the  new  carrier  in  July  1971,  it 
means  all  members  are  entitle4  to  a  brand  new  $50,000.  Payments  recorded 
in  the  past  ten  years  under  Equitable  Life  Assuraince  Society  are  disregarded 
in  the  new  lifetime  covera^ge.'^ Early  in  the  formitive  years  the  major  medical 
coverage  w£is  $10,000  and   then  $20,000  with  a  restriction  on  the  increase  to 
$2,500  per  yeeir  and  now  it  becomes  $50,000  with  now  strings  attached. 

PUBLIC  HEARINGS 

In  accordance  with  Charter  provisions,  a  public  hearing  was  held  in  Jeinuary 
1971.  Members,  organizations,  and  interested  members  and  visitors  were 
present  to  offer  comments,  suggestions,  complaints  and  criticisms  at  the 
public  hearing  held  in  the  Supervisor's  Committee  meeting  room.  Represent- 
atives from  the  sCLternate  plans,  namely,  Ksiiser  Health  Plan,  Bay  Medical 
Group,  California  Physic iains  Service,  Blue  Cross  Hospital  Plan,  Equitable 
Life  Assurance  Society  and  Phoenix  Mutual  Life  Insurance  Company  were 
in  attendance  at  the  meeting  to  review  the  past  years  experience  and  to 
preview  the  coverage  and  rates  for  the  ensuing  year,  Thei(  were  introduced 
and  made  available  for  questions  by  the  Board  and  by  any  'person  in  attend- 
ance at  this  public  hearing.  The  President  of  the  Board,  Patrick  M.  Breen, 
reviewed  the  year  in  operation  and  the  System's  independent  actuary,  Juan 
B.  Rael,  Jr  commented  on  the  rates,  coverage  and  operation  of  the  System 
in  the  year  past.  The  meeting  was  adjourned  early  as  those  in  attendance 
seemed  to  be  satisfied  with  the  operation  of  the  System. 

The  Executive  Director  was  cailled  upon  to  answer  general  questions  and  more 
detailed  questions  were  referred  to  him  for  answering,  which  could  be 
accomplished  at  the  System's  office  during  office  hours. 

The  employee  organizations  thanked  the  Board  for  the  efficient  operation  of 
the  staff  of  the  System  aind  the  Board  for  considering  many  of  the  improve- 
ments recommended.  The  main  discussion  was  to  keep  the  costs  of  medical 
coverage  down  for  the  employee  paid  for  most  of  the  medical  coverage,  the 
city  putting  in  only  305i^  of  the  cost  for  the  employee  and  none  for  the 
dependents.   With  the  new  benefits  recommended,  which  would  be  reviewed  by 
the  Board  and  the  actuary,  costs  were  bound  to  increase.  Alternate  plans, 
such  as  Kaiser,  etc,  had  notified  the  Board  there  would  be  a  premium  increase 
for  the  new  year, 

ACTUARIAL  STUDY 

The  actuarx&l  study  made  by  our  independent  actuary,  Juan  B.Rael,  Jr,  wap 
reviewed  by  ^he  Board  prior  to  its  adoption  and  the  BosLrd's  recommei  iatior! 
for  payment  cf  fees.  The  actuarial  recort  for  tne  year-  19701971  was  sent 
^o  your  nonor,  as  wei.1  as  Co  the  Boaro  of  SupervlFO""5 

SUGGSSTION 

The  Health  Service  Board  has  longed  considered  the  possibility  of  taking  over 
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the  Major  Medical  program  either  in  part  or  en  coto.   The  rates  for 
this  coverage  have  increased  each  year  and  the  Board  feels  that  the 
System  can  do  a  most  satisfactoiry  job  in  handling  all  phases  of  medical 
coverage,  but  will  need  to  add  at  least  four  individuals  to  the  staff. 
There  will  be  a  decided  savings  to  the  System  in  retention  monies  and 
will  also  reflect  a  savings  in  city  funds.  The  retention  and  costs  of 
operating  the  major  medical  coverage  under  an  insurance  carrier  amounts 
to  $75,000  annueilly.  The  hiring  of  four  employees  plus  necessary  equip- 
ment would  amount  to  530,000  initially  and  savings  which  could  help  to 
reduce  members  costs. 

The  Board  and  its  Executive  Director  have  met  with  your  Honor  smd  it  was 
felt  that  for  the  current  fiscal  year  this  was  not  feasible  but  would  be 
looked  upon  next  year  for  possible  inclusion  in  the  System's  budget. 
The  Board  is  also  contemplating  a  dental  program  and  could  handle  the 
dental  claims  as  an  independent  plan  or  adjust  the  major  medical  out 
put  to  include  both  dental  and  medical  bills.  In  event  the  dental  prog- 
ram is  added  this  would  require  two  employees  to  handle  the  increased 
work  load. 

A  much  better  communication  is  needed  between  city  departments  and  this 
has  been  a  sore  spot  for  years,  A  central  office  for  mailing  ,  for 
publishing  and  distributing  memorandums,  changes  of  addressed  on  employees, 
would  greatly  help  out  not  only  the  System  but  would  eliminate  the  'bottle- 
neck' that  now  exists  in  all  departments  of  city  government, 

STATISTICS 

The  Health  Service  System  has  done  well  to  live  within  its  budget.  The 
estimated  revenues  were  exceeded  by  actual  revenues  in  the  amount  of 
850,000.  This  meant  that  the  increased  rates  of  contributions,  plus 
the  addition  of  new  employees  not  determined  at  budget  preparation  time 
brought  in  more  revenues  than  provided  for  in  the  estimated  budget.  Claims 
to  be  paid  and  paid  were  consequently  under  estimated,  as  the  excess 
actual  revenue  over  that  estimated  was  needed  to  pay  medical  claims  for 
members  and  dependents.  The  System  must  maintain  a  reserve  for  its 
insursmce  as  the  System's  actuajry  suggests  to  the  Board  that  at  least 
five  months  reserve  is  needed.  The  System  is  unique  in  that  it  will 
honor  medical  claims  up  to  a  year  from  date  of  medical  service,  while 
most  insurance  carriers  limit  payments  to  six  months  or  even  a  lesser 
time. 

CONCLUSION 

Payments  for  the  year  1970-1971  for  medicail  claims  approximated  over 
$9,000,000  (  nine  million  dollars).  City  plan  number  1  accounted  for 
$2, 500,00c  in  basic  benefits  and  81,000,000  in  major  medical  premiums. 
Kaiser  Health  Plan  was  paid  83,900,000:  California  Physicians  Service 
81,5  million  dollars  oind  Bay  Medical  Group,  the  smallest  of  the  plans 
was  paid  8l60,000.  Plan  I  base  benefits  increased  $'+00,000  and  Major 
Medical  out  go  was  increased  by  8100,000  in  premiums.  Kaiser  premiums 
increase  one-half  million  dollars  and  California  Physicians  Service 
premiums  increased  the  same  amount  (l.5).Bay  Medical  Group  being  the 
smallest  increased  approximately  820,000  for  the  year. 
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The  plans  made  available  to  members  and  their  families  provides  the  active 
and  retired  with  a  wide  choice  of  benefits  within  the  financial  means  of  the 
members  of  the  System.  Great  strides  have  been  made  in  the  programming  of 
benefits  for  retired  members  in  •Medicare'  and  the  Board  is  continuously 
reviewing  legislation  to  further  aid  these  retirees  who  gave  dedicated  years 
to  city  government. 

There  is  at  present  some  66,000  members  and  dependents,  am  increase  of  2,500 
over  last  year.  There  are  8,000  retirees,  many  of  whom  axe  over  the  age  of 
65  and  eligible  for  Federal  'Medicare'  and   the  past  year  has  seen  msmy 
changes  in  coverage,  rules,  regulations,  and  payment  of  claims  with  the 
Federal  'Medicare*  program  in  operation. 

Many  hours  of  reviewing  are  necwssary  due  to  the  'dual  insurance  concept' 
wherein  the  -uechnicality  exi»ts  as  to  who  is  the  prime  ccirrier,  secondary 
carrier  and  how  do  the  bills  get  paid.   It  is  the  idea  of  dual  insurance 
that  most  of  the  bill  be  paid,  either  by  one  insurance  company  or  the  other 
as  premi\uas  are  being  paid  for  more  than  ones  policy  which  should  be  honored. 

The  Health  Service  System  is  not  presently  involved  in  Capital  programs. 

The  goal  of  the  Health  Service  Board  is: 

(1)  Hfuidling  our  own  major  medical  program 

(2)  Initiating  a  dental  progrcun  for  employees  and  dependents, 

(^)  Improvements  in  medical  coverage, 

(k)   Contracting  with  the  San  Francisco  Medical  Society  to  set  guide 
lines  in  this  area  for  doctor's  fees,  hospital  costs  and  to 
regulate  the  increased  costs  of  medical  care. 

These  goals  cannot  be  accomplished  with  additional  personnel  and  in  the  case 
of  dealing  with  the  San  Francisco  County  MediceG.  Assocation,  a  contract  which 
would  cost  approxiately  $70,000  per  year  but  should  in  the  long  run  reduce 
the  costs  of  mediced  care  well  beyond  that  figure. 

Plans  are  again  being  made  to  submit  such  facts  smd  figures  to  your  Honor 
in  the  new  budget  for  consideration  and  to  meet  with  the  Finance  Committee 
of  the  Board  of  Supervisors  to  apprise  them  once  again  of  these  pertinent 
facts,  which  were  discussed  early  this  year. 
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